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AGENCY  SUBCOMMITTEE  GROUPINGS 


The  following  sections  (A  through  F)  provide  a  detailed  explanation  and  analysis  of  the  executive 
budget  for  each  agency  and  agency  program  that  contains  appropriations  in  HB  2.  The  agencies  are 
grouped  by  functional  categories  that  mirror  agency  groups  by  appropriations  subcommittee.  The 
groups  are  summarized  below.  Programs  funded  with  proprietary  funds  are  not  funded  in  HB  2,  but  an 
explanation  and  analysis  of  these  programs  are  included  in  each  agency  narrative  for  the  purpose  of 
legislative  rate-setting. 


GENERAL  GOVERNMENT  AND 
TRANSPORTATION  (Section  A) 


CORRECTIONS  AND  PUBLIC  SAFETY 
(continued) 


Legislative  Branch 

Consumer  Counsel 

Judiciary 

Governor's  Office 

Secretary  of  State 

Commissioner  of  Political  Practices 

State  Auditor 

Transportation 

Revenue 

Administration 

Consensus  Council 

Appellate  Defender  Commission 

Montana  Consensus  Council 

HEALTH  AND  HUMAN  SERVICES 
(Section  B) 

Public  Health  and  Human  Services 

NATURAL  RESOURCES  AND  COMMERCE 
(Section  C) 

Fish,  Wildlife,  and  Parks 

Environmental  Quality 

Livestock 

Natural  Resources  and  Conservation 

Aghculture 

Commerce 

CORRECTIONS  AND  PUBLIC  SAFETY 
(Section  D) 


Public  Service  Regulation 
Corrections 
Labor  and  Industry 
Military  Affairs 

EDUCATION  (Section  E) 

Office  of  Public  Instruction 

Board  of  Public  Education 

School  for  the  Deaf  and  Blind 

Commissioner  of  Higher  Education 

Community  Colleges 

University  Units  and  College  of  Technology 

Agricultural  Experiment  Station 

Extension  Service 

Forestry  and  Conservation  Experiment  Station 

Bureau  of  Mines  &  Geology 

Fire  Services  Training  School 

Montana  Arts  Council 

State  Library  Commission 

Montana  Historical  Society 

LONG-RANGE  PLANNING  (Section  F) 

Long-Range  Building  Program 
State  Building  Energy  Conservation 
Treasure  State  Endowment  Program 
Treasure  State  Endowment  Regional  Water  System 
Renewable  Resource  Grant  &  Loan  Program 
Reclamation  &  Development  Grant  Program 
Cultural  and  Aesthetic  Grant  Program 


Crime  Control  Division 
Justice 
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AGENCY  BUDGET  ANALYSIS  (ROAD  MAP) 


The  purpose  of  the  "Agency  Budget  Analysis"  (LFD  Volumes  3  and  4)  is  to  provide  a  resource  for 
legislators  and  members  of  the  public  to  understand  and  allow  for  action  on  state  agency  budgets.  It  is 
designed  to  be  a  working  document  for  use  by  the  joint  appropriations  subcommittees.  It  does  this  by: 

o    Detailing  components  of  the  executive  budget 

o    Raising  budget  and  other  issues  for  legislative  consideration 

This  section  provides  a  roadmap  for  using  the  Agency  Budget  Analysis  volumes  by  discussing  each 

component. 

Budget  Tiers 

The  section  is  constructed  based  on  the  statutory  requirement  that  the  budget  be  presented  in  three 
tiers: 

1 .  Base  budget. 

2.  Present  law  budget. 

3.  New  proposals. 

(For  a  further  explanation  of  these  tiers  and  how  they  are  derived,  see  page  1  of  the  "Reference" 
section  in  Volume  1,  or  the  publication  entitled  "Understanding  State  Finances  and  the  Budgeting 
Process",  available  through  the  Legislative  Fiscal  Division  and  on  the  Internet  at 
http://leg.state.mt.us/css/fiscal/reports.asp)  The  analysis  is  presented  in  such  a  way  as  to  allow  the 
legislature  to  see  and  act  on  each  present  law  adjustment  and  new  proposal  made  to  the  base  budget 
to  derive  the  executive  budget,  by  summarizing  and  raising  issues  with  those  adjustments. 

Legislative  Fiscal  Division  (LFD)  Issues  and  Comments 

While  LFD  staff  has  written  the  entire  analysis  document,  parts  are  meant  strictly  to  explain  what  is  in 
the  executive  budget  in  a  way  that  does  not  justify  or  advocate  the  executive  position. 

The  heart  of  the  analysis  is  in  two  areas: 

1.  The  LFD  issues  and  comments  provided  on  the  proposed  budget.  If  the  LFD  analyst  has  raised  an 
issue  with  anything  contained  in  the  executive  budget  or  with  any  other  aspect  of  agency  operations 
and  expenditures,  it  is  included  as  an  "LFD  Issue".  The  analyst  may  also  provide  additional 
information  to  aid  the  legislature  in  its  decision  making  under  the  heading  "LFD  Comment".  All 
issues  and  comments  are  clearly  identified  in  the  narrative. 

2.  Other  issues  and  options.  In  order  to  provide  the  legislature  with  alternatives  to  the  executive 
budget,  as  well  as  budget-making  flexibility,  LFD  staff  has  provided  other  issues  and  options  for 
consideration  by  the  legislature. 
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Components  of  the  Agency  Budget  Analysis 

For  all  multiple  program  agencies,  the  narrative  is  divided  into  two  parts: 
The  agency  narrative. 
The  program  narrative. 

Agency  Narrative 

The  agency  narrative  provides  an  overview  of  the  executive  budget  and  other  issues  and  options  for 
that  agency.  Since  the  legislature  appropriates  at  the  program  level,  only  issues  raised  in  the  analysis 
with  an  agency-wide  or  multiple-program  impact  are  discussed  at  this  level.  All  other  discussion  occurs 
within  the  relevant  program  narratives. 

Each  agency  narrative  has  the  following  components. 

1.  The  Main  Table  shows  the  executive  budget  request  by  year,  including  separate  columns  showing 
present  law  adjustments  and  new  proposals.  The  reader  can  use  this  table  to  not  only  get  a 
general  idea  of  the  size  and  funding  of  the  agency,  but  also  view  any  changes  proposed  by  the 
Governor. 

2.  Agency  Description  is  a  brief  description  of  the  agency. 

3.  Agency  Highlights  is  a  table  showing  the  principal  factors  influencing  the  budget  and  any  related 
discussion.  It  is  designed  to  aid  the  reader  in  gaining  an  understanding  of  the  overall  agency  budget 
or  significant  budget  areas. 

4.  Agency  Discussion  provides  additional  information  or  overarching  discussion. 

5.  Funding  is  a  table  and  related  discussion  that  shows  the  total  biennium  funding,  by  program  and 
fund  type,  proposed  by  the  Governor. 

6.  Biennium  Budget  Comparison  Table  compares  adjusted  actual  fiscal  2004  expenditures  and 
appropriations  for  fiscal  2005  (the  2005  biennium  base)  to  the  2007  biennium  executive  budget  so 
the  reader  can  get  a  general  sense  of  the  change  between  biennia. 

7.  If  included  by  the  executive,  a  discussion  of  the  following  two  types  of  proposals  is  included,  each 
with  LFD  comments  as  appropriate: 

o  Supplemental  Appropriations  discusses  supplemental  appropriations  recommended  by  the 
Governor  for  fiscal  2005,  or  supplemental  appropriations  approved  in  fiscal  2004 

o  Reorganizations  details  any  major  reorganization  that  took  place  in  the  2005  biennium  or  is 
proposed  by  the  executive  for  the  2007  biennium 

8.  New  Proposals  Summary  Table  summarizes  all  executive  new  proposals  for  the  agency.  An 
explanation  of  and  comments  on  each  of  the  new  proposals  is  included  in  the  relevant  program 
narratives. 

9.  Language  includes  any  agency-wide  language  proposed  by  the  executive. 

10.  Executive  Recommended  Legislation  is  a  listing  and  discussion  of  any  legislation  with  a  likely 
fiscal  impact  proposed  by  the  executive  and  pertinent  to  the  agency.  This  section  is  designed  to 
alert  the  legislature  to  other  legislation  not  included  in  HB  2  that  could  have  a  bearing  on  the  agency 
budget  and  operation. 

11.  Agency  Issues  is  a  discussion  by  the  LFD  analyst  of  any  identified  agency-wide  or  multi-program 
issues.  Otherwise,  all  discussions  of  adjustments  and  attendant  issues  are  included  in  the  relevant 
program  narratives. 

12.  Elected  Officials  New  Proposals  lists  new  proposals  advocated  by  agencies  headed  by  either  an 
elected  official  or  the  Board  of  Regents  but  not  included  in  the  executive  budget. 
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Note:  The  main  and  biennial  budget  comparison  tables,  the  agency  description,  and  the  highlights  and 
funding  tables  are  included  in  each  agency  narrative.  However,  the  other  components  are  "optional", 
indicating  they  are  included  only  if  circumstances  warrant. 

Program  Narrative 

Narratives  detailing  each  agency  program  follow  the  agency  narrative.  The  program  narrative  contains 
the  following  components. 

1.  The  Main  Table  contains  the  same  information  as  the  agency  main  table  for  each  program  of  the 
department,  including  the  adjusted  fiscal  2004  base  used  to  derive  the  budget,  the  total  present  law 
adjustments,  new  proposals,  and  the  total  executive  budget,  by  fiscal  year. 

2.  Program  Description  is  a  short  description  of  the  program  and  its  functions. 

3.  Program  Highlights  is  a  table  showing  the  principal  factors  influencing  the  budget  and  any  related 
discussion. 

4.  Program  Narrative  details  any  points  of  overall  program  discussion  by  the  LFD  analyst. 

5.  Funding  details  program  funding  as  proposed  by  the  executive,  and  any  issues  raised  by  the  LFD 
analyst. 

6.  Program  Reorganization  details  any  program  reorganizations  that  took  place  in  the  2005  biennium 
or  that  are  proposed  by  the  executive  for  the  2007  biennium. 

7.  The  Executive  Present  Law  Adjustments  Table  delineates  the  major  present  law  adjustments 
included  by  the  executive,  by  fiscal  year  and  funding  source.  The  table  is  divided  into  two  sections: 
o    Statewide  present  law  adjustments,  which  include  most  personal  services  adjustments,  the 

executive's  vacancy  savings  recommendation,  and  adjustments  due  to  fixed  costs  and  inflation 
o    Other  present  law  adjustments  proposed  by  the  executive 

8.  Executive  Present  Law  Adjustments  discusses  each  adjustment  proposed  by  the  executive  in 
more  detail.  The  LFD  analyst  writes  the  adjustment  descriptions  based  upon  justifications 
submitted  by  the  executive.  It  should  be  noted  that  it  is  the  responsibility  of  the  LFD  analyst  to 
explain  a  requested  change,  but  not  to  advocate  for  or  attempt  to  justify  that  request.  If  the  LFD 
analyst  has  raised  an  issue  with  the  adjustment,  it  is  presented  when  the  adjustment  is  discussed. 

9.  The  New  Proposals  Table  shows  each  new  proposal  requested  by  the  executive,  by  fiscal  year 
and  funding  source. 

10.  New  Proposals  discusses  each  new  proposal  in  more  detail.  If  the  LFD  analyst  has  raised  an 
issue  with  the  proposal  it  is  presented  with  that  new  proposal.  As  with  present  law  adjustments,  the 
LFD  has  written  these  explanations  based  upon  submissions  by  the  executive. 

11.  Language  recreates  any  program  specific  language  proposed  by  the  executive,  with  LFD 
comments  as  appropriate. 

12.  Executive  Recommended  Legislation  is  a  listing  and  discussion  of  any  legislation  with  a  likely 
fiscal  impact  proposed  by  the  executive  and  pertinent  to  the  program. 

13.  Other  Issues  contains  any  issues  identified  by  the  LFD  analyst  unrelated  to  a  specific  present  law 
adjustment  or  new  proposal. 

The  legislature  does  not  appropriate  enterprise  funds  (which  fund  operations  that  provide  goods  or 
services  to  the  public  on  a  user  charge  basis)  or  internal  services  funds  (which  fund  operations  that 
provide  goods  and  services  to  other  entities  of  state  government  on  a  cost-reimbursement  basis). 
However,  the  executive  must  review  enterprise  funds  and  the  legislature  approves  all  internal  service 
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rates.  If  the  program  includes  a  function  supported  by  either  an  enterprise  fund  or  an  internal  service 
fund,  a  separate  section  within  the  relevant  program  provides  the  following. 

1.  A  Fund  Balance  Table  shows  actual  and  projected  rates,  revenues,  expenditures,  and  fund 
balance  through  fiscal  2007. 

2.  Narrative  contains  a  discussion  of  the  function,  a  description  and  explanation  of  the  rate  requested, 
and  a  discussion  of  any  significant  present  law  adjustments  or  new  proposals  impacting  the 
requested  rate.  The  LFD  analyst  addresses  any  issues  and  comments  as  appropriate. 

Statewide  Present  Law  Adjustments 

"Statewide  Present  Law  Adjustments"  are  those  adjustments  applied  to  each  agency  based  upon 
either:  1)  factors  beyond  the  individual  agency  control;  or  2)  other  underlying  factors.  Because  of  the 
global  application  of  these  factors  and  the  need  for  consistency  among  agencies,  these  adjustments 
are  included  in  the  "statewide"  section  of  the  present  law  table  to  alert  subcommittees  and  other 
decision  makers  that,  if  adjustments  are  made  to  these  costs,  adjustments  should  be  made  to  the 
underlying  factors  upon  which  the  adjustments  are  based.  The  Legislative  Finance  Committee  (LFC) 
will  make  a  recommendation  on  these  and  other  adjustments  to  appropriations  leadership. 

Personal  Services 

Personal  services  costs  are  derived  by  taking  a  "snapshot"  of  state  employee  positions  and  the  factors 
determining  compensation  rates  at  a  particular  point  in  time.  A  number  of  underlying  factors  will  make 
the  2007  biennium  personal  services  costs  different  from  actual  fiscal  2004  costs.  The  most  important 
are: 

2005  Biennium  Pay  Plan  and  Other  Benefits 

The  2003  legislature  adopted  a  pay  plan  that,  among  other  features,  provided  two  increases. 

1 .  An  overall  increase  in  pay  of  $0.25  per  hour  beginning  January  1 ,  2005. 

2.  An  increase  in  insurance  rates  in  each  year  of  the  biennium. 

Since  the  pay  plan  was  increased  in  fiscal  2005  and  not  fully  implemented  in  the  base  year, 
adjustments  were  made  to  each  employee's  compensation  to  reflect  actual  agency  costs  in  the  2007 
biennium.  In  addition,  any  changes  made  to  benefits  that  an  agency  must  pay  directly  to  or  in  support 
of  an  employee,  such  as  pension,  or  unemployment  and  workers'  compensation  insurance,  are 
automatically  reflected  in  the  present  law  personal  services. 

Vacancy  Savings 

Vacancy  savings  is  a  reduction  in  personal  services  costs  that  results  when  positions  are  not  filled  for 
the  entire  year.  Vacancy  savings  will  fluctuate  within  agencies  and  programs  from  year  to  year.  In 
order  to  provide  the  legislature  with  the  opportunity  to  make  all  policy  decisions  regarding  vacancy 
savings,  each  position  is  funded  as  if  the  position  were  filled  for  the  entire  year,  regardless  of  any 
vacancy  savings  that  may  have  occurred  in  fiscal  2004. 

Termination  Pay 

Costs  incurred  by  agencies  due  to  termination  of  employment,  such  as  accrued  sick  or  annual  leave, 
are  not  included  in  present  law. 


Legislative  Budget  Analysis  2007  Biennium  5  Legislabve  Fiscal  Division 


introduction . Agency  Budget  Highlights 

Classification  Upgrades/Downgrades 

All  upgrades  and  downgrades  of  individuals  or  classes  of  positions  authorized  during  the  biennium 
through  the  "snapshot"  date  (June  of  fiscal  2004)  are  included  in  present  law. 

Any  adjustments  to  personal  services  from  sources  within  the  control  of  the  executive,  such  as 
overtime,  new  or  deleted  positions,  or  proposed  transfers,  should  not  be  included  in  the  statewide 
adjustments.  If  the  LFD  analyst  has  identified  any  of  the  adjustments  in  the  statewide  adjustment  line, 
they  are  discussed  as  an  LFD  issue. 

Vacancy  Savings 

The  executive  has  proposed  a  4  percent  vacancy  savings  rate  on  all  salaries  and  benefits,  including 
insurance,  for  most  positions.  Exempted  positions  include  university  system  faculty,  and  those  in 
agencies  with  fewer  than  20  full-time  equivalent  positions,  the  Judiciary,  and  the  Legislative  Branch. 

Inflation/Deflation 

The  executive  budget  has  inflated  or  deflated  certain  operating  expenses.  Each  agency  budget  is 
automatically  adjusted  to  add  inflation  to  or  subtract  deflation  from  the  relevant  expenditure  items. 
Therefore,  changes  to  inflation/deflation  amounts  in  the  agencies  can  only  be  made  through  an 
adjustment  to  the  actual  expenditure  against  which  the  inflation/deflation  is  applied,  rather  than  to  the 
inflation/deflation  factor,  itself. 

Note:  A  complete  listing  of  expenditure  categories  inflated  or  deflated  in  the  executive  budget  has  been 
included  in  the  "Reference"  section. 

Fixed  Costs 

Fixed  costs  are  costs  charged  to  agencies  to  fund  the  operations  of  certain  centralized  service 
functions  of  state  government  (such  as  data  network  fees,  messenger  services,  and  legislative  audit). 
Costs  charged  to  the  individual  agency  budgets  are  based  upon  the  cost  in  the  service  agency  and  the 
method  used  to  allocate  those  costs.  These  fixed  costs  are  automatically  added  to  each  agency 
budget,  as  appropriate.  Any  changes  to  these  allocations  must  be  made  through  a  change  to  the 
service  agency  budget,  or  to  the  allocation  method  used  by  the  service  agency.  The  General 
Government  and  Natural  Resources  Subcommittees  will  review  the  fixed  costs  proposals. 

Note:  A  complete  listing  of  all  fixed  costs  is  included  in  the  "Reference"  section  of  Volume  1. 
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The  following  summarizes  the  main  budget  highlights  of  the  2007  biennium  executive  budget.  Please 
note  that  the  following  discussion  pertains  to  HB  2  expenditures  only.  HB  2  appropriates  over  80 
percent  of  all  general  fund.  However,  reimbursements  to  local  governments  under  HB  124  passed  by 
the  2001  legislature  are  statutorily  appropriated  and  are  therefore  not  part  of  the  following  discussion. 


As  shown,  the  Governor  proposes  a  general  fund  budget  of  $2.5  billion,  a  $228  million  increase  (9.9 
percent)  over  the  2005  biennium,  and  a  total  funds  budget  of  $6.9  billion,  a  $655  million  increase  (10.5 
percent). 


Proposed  Executive  Budget  by  Program  Area  - 

HB2 

2005  to  2007  Biennia 

—  General  Fund 

.*. 

Executive 

Increase 

Percent 

Percent  of 

Component 

Budget 

Over  2005 

increase 

Increase 

K- 12  Education 

1,057,188,753 

28,211,249 

2.7% 

12.4% 

Higher  Education 

300,404,277 

22,418,273 

8.1% 

9.8% 

Corrections 

234,784,069 

24,136,082 

11.5% 

10.6% 

Human  Sei^ices 

603,549,186 

83,037,987 

16.0% 

36.4% 

All  Other  Government  Agencies 

329,671,956 

70,071,465 

27.0% 

30.7% 

Total 

2,525,598,241 
—  Total  Funds 

227,875,056 

9.9% 

Executive 

Increase 

Percent 

Percent  of 

Component 

Budget 

Over  2005 

Increase 

Increase 

K- 12  Education 

1,356,419,284 

47,253.746 

3.6% 

7.2% 

Higher  Education 

420,802,046 

29,297,659 

7.5% 

4.5% 

Corrections 

242,235,111 

25,161.628 

11.6% 

3.8% 

Human  Services 

2,569,004,373 

334,204,352 

15.0% 

51.1% 

All  Other  Government  Agencies 

2,271,485,786 

218,714.585 

10.7% 

33.4% 

Total 

6,859,946,600 

654,631,970 

10.5% 

Primary  Budget  Factors 


The  following  summarizes  the  primary  factors  causing  the  change  in  funding: 

o    General  fund  would  increase  by  $228  million,  or  9.9  percent,  over  the  2005  biennium.  Major 
causes  of  the  increase  include  the  following: 
o     Human  services  caseload  and  service  changes,  and  an  increase  in  the  percentage  of 

Medicaid  costs  the  state  must  pay 
o    One-time  expenditures  for  completion  of  information  technology  projects  and  payoff  of  debt 
used  to  acquire  the  current  revenue  system 


Legislative  Budget  Analysis  2007  Biennium 


Legislative  Fiscal  Division 


Introduction 


Agency  Budget  Highlights 


o    Economic  development  initiatives  and  vocational  technical  equipment  in  the  Montana 

University  System 
o    Additional  contract  beds  (private  prisons  and  pre-release),  as  well  as  additional  probation 

and  parole  officers  to  address  correctional  population  growth 
o    K-12  education  inflationary  adjustments  in  Base  Aid,  as  well  as  increases  in  a  number  of 

programs 
o    Statewide  present  law  adjustments 
o    Total  funds  would  increase  by  $654.6  million,  or  10.6  percent.    Human  services  is  over  half  of 
this  increase,  due  primarily  to 
o    Increases  in  Medicaid  caseload  and  services 

o    Medicaid  redesign,  which  utilizes  existing  state  resources  to  increase  coverage 
o    Continued  use  of  various  provider  assessments  (i.e.  hospital  tax)  to  increase  federal  funds 
o    Additional  food  stamp  costs  and  TANF  activities 

Other  Factors 

o    106.09  FTE  in  fiscal  2006  and  91.16  FTE  in  fiscal  2007  would  be  added-Thls  total  is  the  net 

after  reductions  in  a  number  of  agencies  to  continue  and  make  permanent  personal  services 

reductions  approved  by  the  2003  Legislature 
o    The  Governor  does  not  include  any  funding  for  initiatives  to  address  the  recent  court  rulings  on 

the  school  funding  lawsuit 
o    No  anticipated  federal  funds  for  homeland  security  for  distribution  by  the  Department  of  Military 

Affairs  are  included 

Comparison  of  Program  Areas 

The  following  figure  shows  the  allocation  of  general  fund  by  program  area  for  the  2007  biennium 
compared  to  the  2005  biennium. 
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o  The  K-12  education  share  of  the  general  fund  budget  continues  to  fall,  phmarily  due  to 
continued  declines  in  average  number  belonging  (ANB)  upon  which  the  Base  Aid  calculation  is 
made 

o  Human  services  and  corrections  continue  to  increase,  due  largely  to  caseload  growth.  In 
addition,  the  share  of  Medicaid  expenditures  that  must  be  made  by  the  state  has  increased 

o    "All  other  government  agencies"  continue  to  consume  a  larger  share  of  general  fund;  however, 
this  increase  is  somewhat  misleading,  as  the  Governor  is  recommending  one-time  information 
technology  and  other  initiatives  in  the  Departments  of  Revenue  and  Administration,  including 
o    Payoff  of  the  loan  used  to  finance  the  Integrated  Revenue  Information  System  (IRIS) 
o    Complete  the  replacement  of  POINTS  with  IRIS 
o    Funding  of  a  property  tax  replacement  system 
o    Funding  of  emergency  telecommunications  infrastructure 

Source  of  Funding 

The  following  figure  illustrates  that,  in  keeping  with  a  trend  for  a  number  of  years,  federal  funds 
continue  to  represent  a  greater  share  of  state  funding  while  the  general  fund,  while  growing,  assumes  a 
smaller  share.  This  change  is  the  smallest  reallocation  of  funding  sources  in  several  biennia,  however, 
in  part  due  to  the  almost  10  percent  increase  in  general  fund  spending,  and  the  reduction  in  the 
Medicaid  matching  rate,  which  increases  general  fund  responsibility  for  Medicaid  benefits  costs. 
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AGENCY  SUBCOMMITTEE  GROUPINGS 


The  following  sections  (A  through  F)  provide  a  detailed  explanation  and  analysis  of  the  executive 
budget  for  each  agency  and  agency  program  that  contains  appropriations  in  HB  2.  The  agencies  are 
grouped  by  functional  categories  that  mirror  agency  groups  by  appropriations  subcommittee.  The 
groups  are  summarized  below.  Programs  funded  with  proprietary  funds  are  not  funded  in  HB  2,  but  an 
explanation  and  analysis  of  these  programs  are  included  in  each  agency  narrative  for  the  purpose  of 
legislative  rate-setting. 
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CORRECTIONS  AND  PUBLIC  SAFETY 
(continued) 
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CORRECTIONS  AND  PUBLIC  SAFETY 
(Section  D) 


Public  Service  Regulation 
Corrections 
Labor  and  Industry 
Military  Affairs 

EDUCATION  (Section  E) 

Office  of  Public  Instruction 

Board  of  Public  Education 
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Commissioner  of  Higher  Education 
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The  purpose  of  the  "Agency  Budget  Analysis"  (LFD  Volumes  3  and  4)  is  to  provide  a  resource  for 
legislators  and  members  of  the  public  to  understand  and  allow  for  action  on  state  agency  budgets.  It  is 
designed  to  be  a  working  document  for  use  by  the  joint  appropriations  subcommittees.  It  does  this  by: 

o    Detailing  components  of  the  executive  budget 

o    Raising  budget  and  other  issues  for  legislative  consideration 

This  section  provides  a  roadmap  for  using  the  Agency  Budget  Analysis  volumes  by  discussing  each 
component. 

Budget  Tiers 

The  section  is  constructed  based  on  the  statutory  requirement  that  the  budget  be  presented  in  three 
tiers: 

1 .  Base  budget. 

2.  Present  law  budget. 

3.  New  proposals. 

(For  a  further  explanation  of  these  tiers  and  how  they  are  derived,  see  page  1  of  the  "Reference" 
section  in  Volume  1,  or  the  publication  entitled  "Understanding  State  Finances  and  the  Budgeting 
Process",  available  through  the  Legislative  Fiscal  Division  and  on  the  Internet  at 
http://leg.state.mt.us/css/fiscal/reports.asp)  The  analysis  is  presented  in  such  a  way  as  to  allow  the 
legislature  to  see  and  act  on  each  present  law  adjustment  and  new  proposal  made  to  the  base  budget 
to  derive  the  executive  budget,  by  summarizing  and  raising  issues  with  those  adjustments. 

Legislative  Fiscal  Division  (LFD)  Issues  and  Comments 

While  LFD  staff  has  written  the  entire  analysis  document,  parts  are  meant  strictly  to  explain  what  is  In 
the  executive  budget  in  a  way  that  does  not  justify  or  advocate  the  executive  position. 

The  heart  of  the  analysis  is  in  two  areas: 

1.  The  LFD  issues  and  comments  provided  on  the  proposed  budget.  If  the  LFD  analyst  has  raised  an 
issue  with  anything  contained  in  the  executive  budget  or  with  any  other  aspect  of  agency  operations 
and  expenditures,  it  is  included  as  an  "LFD  Issue".  The  analyst  may  also  provide  additional 
information  to  aid  the  legislature  in  its  decision  making  under  the  heading  "LFD  Comment".  All 
issues  and  comments  are  clearly  identified  in  the  narrative. 

2.  Other  issues  and  options.  In  order  to  provide  the  legislature  with  alternatives  to  the  executive 
budget,  as  well  as  budget-making  flexibility,  LFD  staff  has  provided  other  issues  and  options  for 
consideration  by  the  legislature. 
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Components  of  the  Agency  Budget  Analysis 

For  all  multiple  program  agencies,  the  narrative  is  divided  into  two  parts: 
The  agency  narrative. 
The  program  narrative. 

Agency  Narrative 

The  agency  narrative  provides  an  overview  of  the  executive  budget  and  other  issues  and  options  for 
that  agency.  Since  the  legislature  appropriates  at  the  program  level,  only  issues  raised  in  the  analysis 
with  an  agency-wide  or  multiple-program  impact  are  discussed  at  this  level.  All  other  discussion  occurs 
within  the  relevant  program  narratives. 

Each  agency  narrative  has  the  following  components. 

1.  The  Main  Table  shows  the  executive  budget  request  by  year,  including  separate  columns  showing 
present  law  adjustments  and  new  proposals.  The  reader  can  use  this  table  to  not  only  get  a 
general  idea  of  the  size  and  funding  of  the  agency,  but  also  view  any  changes  proposed  by  the 
Governor. 

2.  Agency  Description  is  a  brief  description  of  the  agency. 

3.  Agency  Highlights  is  a  table  showing  the  principal  factors  influencing  the  budget  and  any  related 
discussion.  It  is  designed  to  aid  the  reader  in  gaining  an  understanding  of  the  overall  agency  budget 
or  significant  budget  areas. 

4.  Agency  Discussion  provides  additional  information  or  overarching  discussion. 

5.  Funding  is  a  table  and  related  discussion  that  shows  the  total  biennium  funding,  by  program  and 
fund  type,  proposed  by  the  Governor. 

6.  Biennium  Budget  Comparison  Table  compares  adjusted  actual  fiscal  2004  expenditures  and 
appropriations  for  fiscal  2005  (the  2005  biennium  base)  to  the  2007  biennium  executive  budget  so 
the  reader  can  get  a  general  sense  of  the  change  between  biennia. 

7.  If  included  by  the  executive,  a  discussion  of  the  following  two  types  of  proposals  is  included,  each 
with  LFD  comments  as  appropriate: 

o  Supplemental  Appropriations  discusses  supplemental  appropriations  recommended  by  the 
Governor  for  fiscal  2005,  or  supplemental  appropriations  approved  in  fiscal  2004 

o  Reorganizations  details  any  major  reorganization  that  took  place  in  the  2005  biennium  or  is 
proposed  by  the  executive  for  the  2007  biennium 

8.  New  Proposals  Summary  Table  summarizes  all  executive  new  proposals  for  the  agency.  An 
explanation  of  and  comments  on  each  of  the  new  proposals  is  included  in  the  relevant  program 
narratives. 

9.  Language  includes  any  agency-wide  language  proposed  by  the  executive. 

10.  Executive  Recommended  Legislation  is  a  listing  and  discussion  of  any  legislation  with  a  likely 
fiscal  impact  proposed  by  the  executive  and  pertinent  to  the  agency.  This  section  is  designed  to 
alert  the  legislature  to  other  legislation  not  included  in  HB  2  that  could  have  a  bearing  on  the  agency 
budget  and  operation. 

11.  Agency  Issues  is  a  discussion  by  the  LFD  analyst  of  any  identified  agency-wide  or  multi-program 
issues.  Otherwise,  all  discussions  of  adjustments  and  attendant  issues  are  included  in  the  relevant 
program  narratives. 

12.  Elected  Officials  New  Proposals  lists  new  proposals  advocated  by  agencies  headed  by  either  an 
elected  official  or  the  Board  of  Regents  but  not  included  in  the  executive  budget. 
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Note:  The  main  and  biennial  budget  comparison  tables,  the  agency  description,  and  the  highlights  and 
funding  tables  are  included  in  each  agency  narrative.  However,  the  other  components  are  "optional", 
indicating  they  are  included  only  if  circumstances  warrant. 

Program  Narrative 

Narratives  detailing  each  agency  program  follow  the  agency  narrative.  The  program  narrative  contains 
the  following  components. 

1 .  The  Main  Table  contains  the  same  infomnation  as  the  agency  main  table  for  each  program  of  the 
department,  including  the  adjusted  fiscal  2004  base  used  to  derive  the  budget,  the  total  present  law 
adjustments,  new  proposals,  and  the  total  executive  budget,  by  fiscal  year. 

2.  Program  Description  is  a  short  description  of  the  program  and  its  functions. 

3.  Program  Highlights  is  a  table  showing  the  principal  factors  influencing  the  budget  and  any  related 
discussion. 

4.  Program  Narrative  details  any  points  of  overall  program  discussion  by  the  LFD  analyst. 

5.  Funding  details  program  funding  as  proposed  by  the  executive,  and  any  issues  raised  by  the  LFD 
analyst. 

6.  Program  Reorganization  details  any  program  reorganizations  that  took  place  in  the  2005  biennium 
or  that  are  proposed  by  the  executive  for  the  2007  biennium. 

7.  The  Executive  Present  Law  Adjustments  Table  delineates  the  major  present  law  adjustments 
included  by  the  executive,  by  fiscal  year  and  funding  source.  The  table  is  divided  into  two  sections: 
o    Statewide  present  law  adjustments,  which  include  most  personal  services  adjustments,  the 

executive's  vacancy  savings  recommendation,  and  adjustments  due  to  fixed  costs  and  inflation 
o    Other  present  law  adjustments  proposed  by  the  executive 

8.  Executive  Present  Law  Adjustments  discusses  each  adjustment  proposed  by  the  executive  in 
more  detail.  The  LFD  analyst  writes  the  adjustment  descriptions  based  upon  justifications 
submitted  by  the  executive.  It  should  be  noted  that  it  is  the  responsibility  of  the  LFD  analyst  to 
explain  a  requested  change,  but  not  to  advocate  for  or  attempt  to  justify  that  request.  If  the  LFD 
analyst  has  raised  an  issue  with  the  adjustment,  it  is  presented  when  the  adjustment  is  discussed. 

9.  The  New  Proposals  Table  shows  each  new  proposal  requested  by  the  executive,  by  fiscal  year 
and  funding  source. 

10.  New  Proposals  discusses  each  new  proposal  in  more  detail.  If  the  LFD  analyst  has  raised  an 
issue  with  the  proposal  it  is  presented  with  that  new  proposal.  As  with  present  law  adjustments,  the 
LFD  has  written  these  explanations  based  upon  submissions  by  the  executive. 

1 1 .  Language  recreates  any  program  specific  language  proposed  by  the  executive,  with  LFD 
comments  as  appropriate. 

12.  Executive  Recommended  Legislation  is  a  listing  and  discussion  of  any  legislation  with  a  likely 
fiscal  impact  proposed  by  the  executive  and  pertinent  to  the  program. 

13.  Other  Issues  contains  any  issues  identified  by  the  LFD  analyst  unrelated  to  a  specific  present  law 
adjustment  or  new  proposal. 

The  legislature  does  not  appropriate  enterprise  funds  (which  fund  operations  that  provide  goods  or 
services  to  the  public  on  a  user  charge  basis)  or  internal  services  funds  (which  fund  operations  that 
provide  goods  and  services  to  other  entities  of  state  government  on  a  cost-reimbursement  basis). 
However,  the  executive  must  review  enterprise  funds  and  the  legislature  approves  all  internal  service 
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rates.  If  the  program  includes  a  function  supported  by  either  an  enterprise  fund  or  an  internal  service 
fund,  a  separate  section  within  the  relevant  program  provides  the  following. 

1.  A  Fund  Balance  Table  shows  actual  and  projected  rates,  revenues,  expenditures,  and  fund 
balance  through  fiscal  2007. 

2.  Narrative  contains  a  discussion  of  the  function,  a  description  and  explanation  of  the  rate  requested, 
and  a  discussion  of  any  significant  present  law  adjustments  or  new  proposals  impacting  the 
requested  rate.  The  LFD  analyst  addresses  any  issues  and  comments  as  appropriate. 

Statewide  Present  Law  Adjustments 

"Statewide  Present  Law  Adjustments"  are  those  adjustments  applied  to  each  agency  based  upon 
either:  1)  factors  beyond  the  individual  agency  control;  or  2)  other  underlying  factors.  Because  of  the 
global  application  of  these  factors  and  the  need  for  consistency  among  agencies,  these  adjustments 
are  included  in  the  "statewide"  section  of  the  present  law  table  to  alert  subcommittees  and  other 
decision  makers  that,  if  adjustments  are  made  to  these  costs,  adjustments  should  be  made  to  the 
underlying  factors  upon  which  the  adjustments  are  based.  The  Legislative  Finance  Committee  (LFC) 
will  make  a  recommendation  on  these  and  other  adjustments  to  appropriations  leadership. 

Personal  Services 

Personal  services  costs  are  derived  by  taking  a  "snapshot"  of  state  employee  positions  and  the  factors 
determining  compensation  rates  at  a  particular  point  in  time.  A  number  of  underlying  factors  will  make 
the  2007  biennium  personal  services  costs  different  from  actual  fiscal  2004  costs.  The  most  important 
are: 

2005  Biennium  Pay  Plan  and  Other  Benefits 

The  2003  legislature  adopted  a  pay  plan  that,  among  other  features,  provided  two  increases. 

1 .  An  overall  increase  in  pay  of  $0.25  per  hour  beginning  January  1 ,  2005. 

2.  An  increase  in  insurance  rates  in  each  year  of  the  biennium. 

Since  the  pay  plan  was  increased  in  fiscal  2005  and  not  fully  implemented  in  the  base  year, 
adjustments  were  made  to  each  employee's  compensation  to  reflect  actual  agency  costs  in  the  2007 
biennium.  In  addition,  any  changes  made  to  benefits  that  an  agency  must  pay  directly  to  or  in  support 
of  an  employee,  such  as  pension,  or  unemployment  and  workers'  compensation  insurance,  are 
automatically  reflected  in  the  present  law  personal  services. 

Vacancy  Savings 

Vacancy  savings  is  a  reduction  in  personal  services  costs  that  results  when  positions  are  not  filled  for 
the  entire  year.  Vacancy  savings  will  fluctuate  within  agencies  and  programs  from  year  to  year.  In 
order  to  provide  the  legislature  with  the  opportunity  to  make  all  policy  decisions  regarding  vacancy 
savings,  each  position  is  funded  as  if  the  position  were  filled  for  the  entire  year,  regardless  of  any 
vacancy  savings  that  may  have  occurred  in  fiscal  2004. 

Termination  Pay 

Costs  incurred  by  agencies  due  to  termination  of  employment,  such  as  accrued  sick  or  annual  leave, 
are  not  included  in  present  law. 
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Classification  Upgrades/Downgrades 

All  upgrades  and  downgrades  of  individuals  or  classes  of  positions  authorized  during  the  biennium 
through  the  "snapshot"  date  (June  of  fiscal  2004)  are  included  in  present  law. 

Any  adjustments  to  personal  services  from  sources  within  the  control  of  the  executive,  such  as 
overtime,  new  or  deleted  positions,  or  proposed  transfers,  should  not  be  included  in  the  statewide 
adjustments.  If  the  LFD  analyst  has  identified  any  of  the  adjustments  in  the  statewide  adjustment  line, 
they  are  discussed  as  an  LFD  issue. 

Vacancy  Savings 

The  executive  has  proposed  a  4  percent  vacancy  savings  rate  on  all  salaries  and  benefits,  including 
insurance,  for  most  positions.  Exempted  positions  include  university  system  faculty,  and  those  in 
agencies  with  fewer  than  20  fuli-time  equivaient  positions,  the  Judiciary,  and  the  Legislative  Branch. 

Inflation/Deflation 

The  executive  budget  has  inflated  or  deflated  certain  operating  expenses.  Each  agency  budget  is 
automatically  adjusted  to  add  inflation  to  or  subtract  deflation  from  the  relevant  expenditure  items. 
Therefore,  changes  to  inflation/deflation  amounts  in  the  agencies  can  only  be  made  through  an 
adjustment  to  the  actual  expenditure  against  which  the  inflation/deflation  is  applied,  rather  than  to  the 
inflation/deflation  factor,  itself. 

Note:  A  complete  listing  of  expenditure  categories  inflated  or  deflated  in  the  executive  budget  has  been 
included  in  the  "Reference"  section. 

Fixed  Costs 

Fixed  costs  are  costs  charged  to  agencies  to  fund  the  operations  of  certain  centralized  service 
functions  of  state  government  (such  as  data  network  fees,  messenger  services,  and  legislative  audit). 
Costs  charged  to  the  individual  agency  budgets  are  based  upon  the  cost  in  the  service  agency  and  the 
method  used  to  allocate  those  costs.  These  fixed  costs  are  automatically  added  to  each  agency 
budget,  as  appropriate.  Any  changes  to  these  allocations  must  be  made  through  a  change  to  the 
service  agency  budget,  or  to  the  allocation  method  used  by  the  service  agency.  The  General 
Government  and  Natural  Resources  Subcommittees  will  review  the  fixed  costs  proposals. 

Note:  A  complete  listing  of  all  fixed  costs  is  included  in  the  "Reference"  section  of  Volume  1. 
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The  following  summarizes  the  main  budget  highlights  of  the  2007  biennium  executive  budget.  Please 
note  that  the  following  discussion  pertains  to  HB  2  expenditures  only.  HB  2  appropriates  over  80 
percent  of  all  general  fund.  However,  reimbursements  to  local  governments  under  HB  124  passed  by 
the  2001  legislature  are  statutorily  appropriated  and  are  therefore  not  part  of  the  following  discussion. 

As  shown,  the  Governor  proposes  a  general  fund  budget  of  $2.5  billion,  a  $228  million  increase  (9.9 
percent)  over  the  2005  biennium,  and  a  total  funds  budget  of  $6.9  billion,  a  $655  million  increase  (10.5 
percent). 


Proposed  Executive  Budget  by  Program  Area  - 

HB2 

2005  to  2007  Biennia 

—  General  Fund 

.... 

Executive 

Increase 

Percent 

Percent  of 

Component 

Budget 

Over  2005 

Increase 

Increase 

K-12  Education 

1,057,188,753 

28,211,249 

2.7% 

12.4% 

Higher  Education 

300,404,277 

22,418,273 

8.1% 

9.8% 

Corrections 

234,784,069 

24,136,082 

11.5% 

10.6% 

Human  Services 

603,549,186 

83,037,987 

16.0% 

36.4% 

All  Other  Government  Agencies 

329,671,956 

70,071,465 

27.0% 

30.7% 

Total 

2,525.598,241 
—  Total  Funds 

227,875,056 

9.9% 

Executive 

Increase 

Percent 

Percent  of 

Component 

Budget 

Over  2005 

Increase 

Increase 

K-12  Education 

1,356,419,284 

47.253,746 

3.6% 

7.2% 

Higher  Education 

420.802,046 

29.297,659 

7.5% 

4.5% 

Corrections 

242,235,111 

25,161,628 

11.6% 

3.8% 

Human  Services 

2,569,004,373 

334,204,352 

15.0% 

51.1% 

All  Other  Government  Agencies 

2,271,485,786 

218,714,585 

10.7% 

33.4% 

Total 

6,859.946,600 

654.631,970 

10.5% 

Primary  Budget  Factors 

The  following  summarizes  the  primary  factors  causing  the  change  in  funding: 

o    General  fund  would  increase  by  $228  million,  or  9.9  percent,  over  the  2005  biennium.  Major 
causes  of  the  increase  include  the  following: 
o    Human  services  caseload  and  service  changes,  and  an  increase  in  the  percentage  of 

Medicaid  costs  the  state  must  pay 
o    One-time  expenditures  for  completion  of  information  technology  projects  and  payoff  of  debt 
used  to  acquire  the  current  revenue  system 
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o    Economic  development  initiatives  and  vocational  technical  equipment  in  the  Montana 

University  System 
o    Additional  contract  beds  (private  prisons  and  pre-release),  as  well  as  additional  probation 

and  parole  officers  to  address  correctional  population  growth 
o    K-12  education  inflationary  adjustments  in  Base  Aid,  as  well  as  increases  in  a  number  of 

programs 
o    Statewide  present  law  adjustments 
o    Total  funds  would  increase  by  $654.6  million,  or  10.6  percent.   Human  services  is  over  half  of 
this  increase,  due  primarily  to 
o    Increases  in  Medicaid  caseload  and  services 

o    Medicaid  redesign,  which  utilizes  existing  state  resources  to  increase  coverage 
o    Continued  use  of  various  provider  assessments  (i.e.  hospital  tax)  to  increase  federal  funds 
o    Additional  food  stamp  costs  and  TANF  activities 

Other  Factors 

o    106.09  FTE  in  fiscal  2006  and  91.16  FTE  in  fiscal  2007  would  be  added-This  total  is  the  net 

after  reductions  in  a  number  of  agencies  to  continue  and  make  permanent  personal  services 

reductions  approved  by  the  2003  Legislature 
o    The  Governor  does  not  include  any  funding  for  initiatives  to  address  the  recent  court  rulings  on 

the  school  funding  lawsuit 
o    No  anticipated  federal  funds  for  homeland  security  for  distribution  by  the  Department  of  Military 

Affairs  are  included 

Comparison  of  Program  Areas 

The  following  figure  shows  the  allocation  of  general  fund  by  program  area  for  the  2007  biennium 
compared  to  the  2005  biennium. 
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Percent  of  General  Fund  by  Program  Area 
2005  to  2007  Biennium 
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o  The  K-12  education  share  of  the  general  fund  budget  continues  to  fall,  primarily  due  to 
continued  declines  in  average  number  belonging  (ANB)  upon  which  the  Base  Aid  calculation  is 
made 

o  Human  services  and  corrections  continue  to  increase,  due  largely  to  caseload  growth.  In 
addition,  the  share  of  Medicaid  expenditures  that  must  be  made  by  the  state  has  increased 

o    "All  other  government  agencies"  continue  to  consume  a  larger  share  of  general  fund;  however, 
this  increase  is  somewhat  misleading,  as  the  Governor  is  recommending  one-time  information 
technology  and  other  initiatives  in  the  Departments  of  Revenue  and  Administration,  including 
o    Payoff  of  the  loan  used  to  finance  the  Integrated  Revenue  Information  System  (IRIS) 
o    Complete  the  replacement  of  POINTS  with  IRIS 
o    Funding  of  a  property  tax  replacement  system 
o    Funding  of  emergency  telecommunications  infrastructure 

Source  of  Funding 

The  following  figure  illustrates  that,  in  keeping  with  a  trend  for  a  number  of  years,  federal  funds 
continue  to  represent  a  greater  share  of  state  funding  while  the  general  fund,  while  growing,  assumes  a 
smaller  share.  This  change  is  the  smallest  reallocation  of  funding  sources  in  several  biennia,  however, 
in  part  due  to  the  almost  10  percent  increase  in  general  fund  spending,  and  the  reduction  in  the 
Medicaid  matching  rate,  which  increases  general  fund  responsibility  for  Medicaid  benefits  costs. 


Percentage  of  Total  Funds  by  Fund  Source 
2005  to  2007  Biennium 
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Agency  Proposed  Budget 

The  following  table  summarizes  the  total  executive  budget  proposal  for  the  agency  by  year,  type  of  expenditure,  and 
source  of  fimding. 


Agency  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

623.44 

19.70 

10.66 

653.80 

10.87 

10.66 

644.97 

644.97 

Personal  Services 

Operating  Expenses 

Equipment 

Capital  Outlay 

Grants 

Benefits  &  Claims 

Transfers 

28,258,727 

22,389,693 

841,890 

0 

795,654 

14,975 

89,317 

2,041,069 

(340,022) 

9,593 

0 

88,787 

0 

190,352 

1,552,326 
5,187,582 
172,000 
0 
0 
0 
0 

31,852,122 

27,237,253 

1,023,483 

0 

884,441 

14,975 

279,669 

1,735,612 

(2,594,989) 

(357,407) 

0 

(97,449) 

0 

190.352 

1,551,586 
2,174,425 
125,000 
0 
0 
0 
0 

31,545,925 

21,969,129 

609,483 

0 

698,205 

14,975 

279,669 

63,398,047 

49,206,382 

1,632,966 

0 

1,582,646 

29,950 

559,338 

Total  Costs 

$52,390,256 

$1,989,779 

$6,911,908 

$61,291,943 

($1,123,881) 

$3,851,011 

$55,117386 

$116,409329 

Stale/Other  Special 
Federal  Special 

37,449,204 
14,941,052 

1,149,623 
840,156 

1,214,536 
5,697,372 

39,813,363 
21,478,580 

(1,545,840) 
421,959 

953,795 
2,897,216 

36,857,159 
18,260,227 

76,670,522 
39,738,807 

Total  Funds 

$S2J90,2S6 

$1,989,779 

$6,911,908 

$61,291,943 

($1,123,881) 

$3,851,011 

$55,117386 

$116,409329 

Agency  Description 

The  Department  of  Fish,  Wildlife  and  Parks  (FWP)  is  responsible  for  the  management  of  Montana  fish,  wildlife,  parks, 
and  recreational  resources.  The  department  is  also  responsible  for  a  state  park  system  that  includes  scenic,  historical, 
cultural,  and  recreational  resources.  The  operational  programs  are  in  seven  divisions  and  seven  regional  field  offices.  The 
five-member  FWP  Commission  provides  policy  direction  on  resource  management,  seasons,  and  use  of  department  lands. 

Agency  Highlights 


Department  of  Fish,  Wildlife  and  Parks 
_^ Major  Budget  Highlights 


The  largest  funding  source  is  the  general  license  account.  At  47.3 
percent  of  the  budget,  it  totals  $55.2  million  over  the  biennium 
The    executive    budget    continues    status    quo    operations    of   the 
department  with  the  exception  of  several  new  proposals.    The  major 
proposals  include: 

•  Operation    funds    for    the    Fort    Peck    Hatchery    fish 
production 

•  Establishment     of    regional     investigators     to     further 
enforcement  capabilities 

•  Authority  for  $2.0  million  to  participate  in  the  federal 
State  Wildlife  Grant  Program 

FTE  increases  primarily  due  to: 

•  Converting    the    Automated    Licensing    System    fi-om 
contracted  services  to  department  staff 

•  Permanently  hiring  modified  FTE  for  wildlife  conflict 
management  and  community  service  work 

•  Providing  educational  staff  at  the  Nature  Education  Center 
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Major  LFD  Issues 


General  license  account  balance  is  projected  to  be  $14.7 
million  at  the  end  of  the  2007  biennium.  Limiting  program 
expansion  could  affect  the  likelihood  of  a  fee  increase. 
The  executive  is  requesting  $3.6  million  in  short-term 
legislative  contract  authority,  which  will  allow  increased 
program  expenditures  without  legislative  review. 
The  executive  is  requesting  $500,000  for  expanded 
wildlife  surveys. 


Funding 

The  following  table  summarizes  funding  for  the  agency,  by  program  and  sources,  as  recommended  by  the  Governor. 
Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives. 


Total  Agency 

Funding 

2007  Biennium  Executive  Budget 

Agency  Program 

State  Spec. 

Fed  Spec. 

Grand  Total 

Total  % 

01  Administration  &  Finance  Div. 

$  12,254,859 

S    3,663.363     $ 

15,918,222 

14% 

02  Field  Services  Division 

8,936,115 

1,289,622 

10,225,737 

9% 

03  Fisheries  Division 

8,607,567 

18,118,947 

26,726,514 

23% 

04  Enforcement  Division 

13,303,095 

658,737 

13,961,832 

12% 

05  Wildlife  Division 

9,010,221 

8,910,015 

17,920,236 

15% 

06  Parks  Division 

13,963,628 

813,488 

14,777,116 

13% 

08  Conservation  Education  Div 

4,059.482 

1,437,242 

5,496,724 

5% 

09  Department  Management 

6,535,555 

4,847,393 

11,382.948 

10% 

Grand  Total 

$  76,670,522 

$  39,738,807     $ 

116,409,329 

100% 

Significant  Federal  Funding 

The  department's  budget  consists  of  71  percent  state  special  revenue  and  29  percent  federal  special  revenue.  Of  the  $14.9 
million  in  federal  funds  received  in  FY  2004,  $11.3  million  was  derived  from  the  federal  aid  programs. 

The  Federal  Aid  in  Wildlife  Restoration  Act,  commonly  referred  to  as  the  Pittman-Robertson  act,  began  in  July  of  1938. 
The  purpose  of  this  funding  is  to  provide  for  the  selection,  restoration,  rehabilitation,  and  improvement  of  wildlife  habitat, 
wildlife  management  research,  and  the  distribution  of  project  information.  An  amendment  to  the  program  added  funding 
for  hunter  safety  and  the  development,  operation,  and  maintenance  of  public  shooting  ranges. 

Funding  for  the  program  comes  from  an  11  percent  federal  excise  tax  on  sporting  arms,  ammunition,  and  archery 
equipment,  as  well  as  a  10  percent  tax  on  handguns.  Funds  are  proportioned  to  states  based  on  a  formula  considering  total 
area  of  the  state  and  licensed  hunters  in  the  state. 

The  program  is  a  cost  reimbursement  program  where  the  state  covers  the  full  amount  of  the  project  and  applies  for 
reimbursement  of  up  to  75  percent  of  the  expenses.  The  state  provides  the  other  25  percent  from  a  nonfederal  source. 

Parallel  to  this  program  is  the  Federal  Aid  in  Sport  Fish  Restoration  act,  referred  to  as  Wallup-Breaux  in  recognition  of  the 
major  revisions  to  the  act  completed  in  1984.  Modeled  after  Pittman  Robertson,  Wallup-Breaux  provides  ftmding  for  the 
management,  conservation,  and  restoration  of  fishery  resources.  Excise  taxes  on  fishing  rods,  reels,  creels,  lures,  flies,  and 
artificial  bait  provide  funding  for  the  program. 
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Like  Pittman-Robertson,  Wallup-Breaux  funds  are  distributed  on  a  formula  basis,  based  on  the  number  of  licensed  anglers 
and  land  and  water  mass  of  the  state.  This  is  also  a  cost-reimbursement  program  where  up  to  75  percent  of  approved 
project  costs  can  be  recovered. 

The  federal  programs  come  with  specific  requirements.  Montana  has  agreed  to  use  state  hunting  and  fishing  license 
revenues  (and  subsequent  interest  earnings)  for  only  fishery  and  wildlife  management  work.  If  the  state  uses  these 
revenues  for  something  else,  the  federal  government  could  determine  that  a  diversion  of  state  licensure  dollars  had 
occurred.  The  penalty  for  this  activity  is  the  withholding  of  Pittman-Robertson  and  Wallup-Breaux  funding.  As  a 
consequence,  the  state  has  virtually  no  option  to  use  state  derived  license  revenues  for  any  activities  other  than  in  this 
department,  if  the  legislature  wishes  to  maintain  federal  funding. 


Biennium  Budget  Comparison 

The  following  table  compares  the  executive  budget  request 
expenditure  and  source  of  funding.  The  2005  biennium 
appropriations. 


in  the  2007  biennium  with  the  2005  biennium  by  type  of 
consists  of  actual  FY  2004  expenditures  and  FY  2005 


FTE 

643.14 

10.66 

653.80 

634.31 

10.66 

644.97 

623.44 

644.97 

Personal  Services 

30,299,796 

1,552,326 

31,852,122 

29,994,339 

1,551,586 

31,545,925 

57,437,262 

63,398,047 

Biennium  Budget  Comparison 
Budget  Item 

Present 

Law 

Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

Present 

Law 

Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 

Biennium 

Fiscal  04-05 

Total 
Exec.  Budget 
Fiscal  06-07 

Operating  Expenses 

Equipment 

Capital  Outlay 

Grants 

Benefits  &  Claims 

Transfers 

22,093,171 

851,483 

0 

884,441 

14,975 

279,669 

5,144,082 
172,000 
0 
0 
0 
0 

27,237,253 

1,023,483 

0 

884,441 

14,975 

279,669 

19,838,204 

484,483 

0 

698,205 

14,975 

279,669 

2,130,925 
125,000 
0 
0 
0 
0 

21,969,129 

609,483 

0 

698,205 

14,975 

279,669 

46,938,493 

1,386,098 

0 

1,696,501 

20,032 

315,408 

49,206,382 

1,632,966 

0 

1,582,646 

29,950 

559,338 

Total  Costs 

$54,423,535 

$6,868,408 

$61,291,943 

$51,309,875 

$3,807,511 

$55,117,386 

$107,793,794 

$116,409,329 

State/Other  Special 
Federal  Special 

38,642,327 
15,781,208 

1,171,036 
5,697,372 

39,813,363 
21.478,580 

35,946,864 
15,363,011 

910,295 
2,897,216 

36,857,159 
18,260,227 

77,396,358 
30,397,436 

76,670,522 
39.738,807 

Total  Funds 

$54,423,535 

$6,868,408 

$61,291,943 

$51,309,875 

$3,807,511 

$55,117,386 

$107,793,794 

$116,409,329 

New  Proposals 

The  "New  Proposal"  table  summarizes  all  new  proposals  requested  by  the  executive.  Descriptions  and  LFD  discussion  of 
each  new  proposal  are  included  in  the  individual  program  narratives. 
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New  Proposals 

al  2006 

State 

Federal 

Total 

Fisfal  7007 

Genera! 

— Fisc 

General 

State 

Federal 

Total 

Program                FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  208  -  Urban  Wildlife 

02                   0.00 

0 

30,000 

0 

30,000 

0.00 

0 

30,000 

0 

30,000 

DP  301  -  Fort  Peck  Hatchery  Operations 

03                   3.00 

0 

477,007 

0 

477,007 

3.00 

0 

477,007 

0 

477,007 

DP  306  -  Short  Term  Federal  Authority  OTO 

03                   0.00 

0 

0 

7,250,000 

2,250,000 

0.00 

0 

0 

2,250,000 

2,250,000 

DP  402  -  Commercial  Licensing  Program  -  Biennial/Rest/OTO 

04                   0.00 

0 

44,047 

0 

44,047 

0.00 

0 

(10,953) 

0 

(10,953) 

DP  407  -  Short  Term  Federal  Authority  OTO 

04                   0.00 

0 

0 

20,000 

20,000 

0.00 

0 

0 

20,000 

20,000 

DP  408  -  Regional  Investigators 

04                   2.00 

0 

120,000 

0 

120,000 

2.00 

0 

110,000 

0 

1 10,000 

DP  409  -  Seasonal  Water  Safety  -  Restricted 

04                  1.50 

0 

0 

71,832 

71,832 

1.50 

0 

0 

71,714 

71,714 

DP  503  -  Wildlife  Conflict  Specialist  Rl 

05                   1 .00 

0 

36,692 

0 

36,692 

1. 00 

0 

36,595 

0 

36,595 

DP  504  -  Mountain  Lion  Research  OTO 

05                   0.50 

0 

40,177 

120,540 

160,717 

0.50 

0 

40,167 

120,502 

160,669 

DP  505  -  Restore  Nongame  Wildlife  Funds-  Restricted 

05                   0.00 

0 

43,500 

0 

43,500 

0.00 

0 

43,500 

0 

43,500 

DP  506  -  Equipment  OTO 

05                   0.00 

0 

47,000 

0 

47,000 

0.00 

0 

0 

0 

0 

DP  508  -  Short  Term  Federal  Authority  OTO 

05                   0.00 

0 

0 

400,000 

400,000 

0.00 

0 

0 

400,000 

400,000 

DP  603  -  Short  Term  Federal  Authority  OTO 

06                   0.00 

0 

0 

35,000 

35,000 

0.00 

0 

0 

35,000 

35,000 

DP  801  -  The  Wildlife  Center 

08                   1.16 

0 

57,157 

0 

57,157 

1.16 

0 

108,645 

0 

108,645 

DP  902  -  Regional  Office  Equipment  -  OTO 

09                  0.00 

0 

30,000 

0 

30,000 

0.00 

0 

30,000 

0 

30,000 

DP  905  -  State  Wildlife  Grants  -  Biennial/OTO 

09                   0.00 

0 

200,000 

2,800,000 

3.000,000 

0.00 

0 

0 

0 

0 

DP  908  -  River  Recreation  Management 

09                   1.50 

0 

88,956 

0 

88,956 

1.50 

0 

88,834 

0 

88,834 

Total                 10.66 

$0 

$U14336 

$5,697372 

$6,911,908 

10.66 

$0 

$953,795 

$2,897,216 

$3,851,011 

Agency  Issues 

General  License  Account  (GLA) 

The  majority  of  the  funding  for  the  department  comes  from  the  general  Hcense  account  (GLA).  Fees  collected  for  the 
privilege  of  hunting  or  fishing  that  are  not  earmarked  for  another  purpose  are  deposited  into  the  general  license  account. 
This  account  provided  $55.2  million  of  the  department's  $1 13.7  million  appropriation  for  the  2005  biennium  and  is  used 
across  the  department  for  a  variety  of  activities.  The  amount  in  the  general  license  account  fluctuates  based  on  the  number 
and  cost  of  licenses  and  permits  sold,  interest  earned  on  fund  balances,  and  the  demand  for  general  license  account  fimds 
within  the  department. 

Fees  are  set  by  the  legislature.  Historically,  fees  have  been  set  at  a  stable  level  for  a  period  of  eight  to  ten  years.  Early  in 
the  cycle,  the  increased  fees  generate  more  income  than  the  revenue  needed  to  meet  expenses,  creating  a  surplus  of  funds 
in  the  general  license  account,  which  are  utilized  when  expenses  begin  to  exceed  revenues.  During  the  later  period,  the 
balance  in  the  GLA  declines  as  expenditiires  exceed  revenues.  When  the  balance  is  projected  to  reach  a  certain  point,  the 
executive  proposes  a  fee  increase.  The  department  considers  a  fund  balance  of  $5.0  million  to  be  the  critical  point  when 
fee  increases  are  necessary  to  support  department  activities. 

The  department  has  proposed  and  Governor  Martz  supported  legislation  to  increase  resident  fees  in  the  2007  biennium. 
The  license  fees  that  provide  revenue  to  the  GLA  are  set  by  the  legislature.  The  revenue  projections  provided  in  the 
executive  budget  do  not  include  the  proposed  license  increase. 
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Fee  History 

The  last  resident  license  increase  was  approved  by  the  1991  Legislature,  while  nonresident  increases  were  provided  by  the 
2001  Legislature.  Sportsmen  have  experienced  additional  fees  since  the  1991  increase.  The  2003  Legislature  approved  a 
$0.25  conservation  license  increase  to  fund  search  and  rescue  operations.  This  increase  provides  reimbursement  to  local 
volunteer  search  and  rescue  groups  for  missions  related  to  lost  hunters  and  anglers.  The  2003  Legislature  also  directed  the 
department  to  work  with  the  Department  of  Natural  Resource  and  Conservation  to  establish  an  equitable  method  to 
reimburse  trust  beneficiaries  for  the  recreational  use  of  state  lands,  which  resulted  in  a  $2.00  increase  in  the  cost  of  a 
conservation  license.  Similarly,  the  2001  Legislature  provided  for  a  $2.00  resident  hunting  access  fee  ($10  nonresident) 
to  support  the  block  management  program.  While  these  increases  do  not  directly  affect  the  general  license  account,  they 
do  indicate  that  sportsman  have  provided  additional  revenues  for  department  programs. 

Balance  in  the  General  License  Account 
The  balance  of  the  general  license  account  fund  is 
central  to  the  discussions  of  increased  fees.  Figure  1 
provides  details  of  the  fund  balance  for  the  2005  and 
2007  biennia.  FY  2004  through  FY  2007  reflect  the 
amount  of  money  available  for  appropriation  after 
requested  new  proposals,  present  law  adjustments, 
and  the  executive  pay  plan  are  taken  into 
consideration. 

The  large  decrease  in  FY  2006  is  due  a  $4.8  million 
capital  request,  even  though  the  expenditures  will 
occur  in  later  years.  As  shown,  expenditures  have 
exceeded  revenues  each  year. 

In  fact,  except  for  FY  2002  and  2003,  the  general 

license     account     disbursements     have     exceeded 

revenues  since  FY  1998  as  shown  in  Figure  2.   The  difference  in  revenues  and  expenses  has  grown  steadily.  The  2007 

biennium  is  no  exception  as  the  department  estimates  FY  2006  revenues  at  $27.6  million,  while  expenditures  are 

requested  at  $35.6  million.  Similarly,  FY  2007  revenues  are  projected  at  $27.6  million,  while  expenditures  are  requested 

at  $30.6  million.  Budget  highlights  for  the  general  license  account  include: 


Figure 

1 

FWP  General  License  Account  -  Estimate  Available  Fund  Balance               | 

2007  Biennium  Executive  Budget  Request 

Acmal 

Appropriated 

Executive  Request            | 

FY  2004 

FY  2005 

FY  2006 

FY  2007 

Beginning  Balance 

$26,424,770 

$26,104,509 

$25,733,474 

$17,774,400 

License  Revenue 

26,356,025 

25,582,758 

25,495,368 

25,497,032 

Other  Revenue 

2,051,049 

2,067,857 

2,103,614 

2,090.040 

Total  Funds  Available 

$54,831,844 

$53,755,124 

$53,332,456 

$45,361,472 

Disbursements 

Program  Expenditures 

$27,460,814 

$27,924,984 

$27,736,429 

$28,110,709 

Continuing  Capital  Costs 

1,093,725 

- 

- 

LRB  Projects 

203,655 

96,666 

4,864,000 

Carry  Forward  Appropriations 

662,431 

Proposed  Executive  Pay  Plan 

461,544 

1,115,181 

New  Proposals 

$1,833,652 

$1,355,592 

Total  Disbursements 

$28,758,193 

$28,021,650 

$35,558,056 

$30,581,482 

Adjustments  (Prior  Year  Revenue) 

30,858 

0 

0 

0 

Available  Ending  Balance 

$26,104,509 

$25,733,474 

$17,774,400 

$14,779,990 

Figure  2 

Fish,  Wildlife  and  Parks 

General  License  Account  Revenues  and  Disbursements        | 

Fiscal  Year 

Revenues 

Disbursements 

DifTerence 

Cummulative 

•2007 

27,587,072 

30,581,482 

(2,994,410) 

7,432,959 

•2006 

27,598,982 

35,558,056 

(7,959,074) 

10,427,369 

•2005 

27,650,615 

28,021,650 

(371,035) 

18,386,443 

2004 

28,437,936 

28,905,675 

(467,739) 

20,439,742 

2003 

29,189,792 

27,039,789 

2,150,003 

20,907,481 

2002 

27,145,523 

26,897,098 

248,425 

18,757,478 

2001 

24,657,861 

26,816,128 

(2,158,267) 

18,509,053 

2000 

24,474,274 

25.980,492 

(1,506,218) 

20,667,320 

1999 

24,855,232 

25,647,061 

(791,829) 

22,173,538 

1998 

24,556,436 

23,387,660 

1,168,776 

22,965,367 

1997 

24,001,499 

21,387,625 

2,613,874 

21,796,591 

1996 

25,118,865 

21,082,910 

4,035,955 

19,182,717 

1995 

25,254,777 

19,510,966 

5,743,811 

15,146,762 

1994 

23,200,161 

18.963.554 

4,236,607 

9,402,951 

1993 

21,511,108 

18,192,128 

3,318,980 

5,166,344 

1992 

18,835.165 

17,152,135 

1,684,030 

1,847,364 

1991 

16,948,445 

16,785,111 

163,334 

163,334 

•Based  upon  estimate  available  fund  balance. 

Present  law  adjustments 

•  Reimbursement  of  the  school  trust  for  recreational  use  on 
trust  land-$460,000  each  year 

•  Game  warden  overtime  funding-$  1 88,000  each  year 

•  Enhancement  to  wildlife  surveys-$l  25,000  each  year 

Major  new  proposals 

•  Matching    funds    for   the    State    Wildlife    Grant   program- 
$200,000  biennial  request 

•  Creation  of  regional  investigators  to  enhance  enforcement 
activities-$l  14,000  per  year 

•  Establishment  of  a  river  recreation  safety  program-$72,000 
per  year 

Expenditures  are  only  one  half  of  the  equation.  In  order  to  achieve  a 
structurally  balanced  fimd,  expenditures  need  to  be  kept  in  line  with 
revenues.  Estimating  revenues  is  another  issue.  In  preparing  the 
budget  request,  department  staff  estimate  the  amount  of  revenue  to  be 
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deposited  into  the  general  license  account  for  the  upcoming  biennium.  Hence,  the  department  is  estimating  revenues  two 
years  in  advance.  Figure  3  details  the  past  five  fiscal  years  and  shows  that  the  department's  estimates  have  ranged  fi-om  96 
percent  of  actual  revenue  to  81  percent  of  actual  revenues.  To  successfully  establish  a  balance  between  revenues  and 
expenditures  would  require  increased  accuracy  in  revenue  estimating,  as  a  four  percent  margin  translates  to  over  $1.0 
million. 

If  capital  projects  are  completed  during  the  2007  biennium  and  if  all  new  proposals  and  present  law  adjustments  are 
accepted  by  the  2005  legislature,  the  balance  in  the  general  license  account  would  be  approximately  $15  million.  If  the 
legislature  chose  not  to  allow  expenditures  to  exceed  revenues,  the  department  could  potentially  continue  for  three  more 
biennia  before  the  balance  would  approach  the  $5.0  million  critical  point  where  the  department  considers  fee  increases 
necessary. 

Figure  3 

To  achieve  a  balanced  fund  and 
respond  to  the  fee  increase  issue 
the  legislature  may  wish  to 
consider  the  following  options: 

•  Establish  an  mcremental 
increase  to  fees  to  meet 
on-going  inflationary 
increases  in  operating 
expenditures  rather  than 
implement  large  fee 
increases  to  initially  build 
the  account  balance  to 
spend  over  a  decade 

•  Limit  general  license 
account  expenditures  to 
ongoing  revenues 

•  Establish  requirements  for 
annual  reporting  of  general 
license  account  revenues 
and  expenditures  to  the  legislature 
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The  program  narrative  that  follows  discusses  a  number  of  proposals  for  increased  expenditure  of  the  general  license 
account.  The  legislature  may  wish  to  consider  the  fund  balance,  expansion  of  use  and  the  potential  for  increase  as  each 
decision  package  is  reviewed. 

Legislative  Contract  Authority 

Legislative  contract  authority  provides  a  means  by  which  the  legislature  can  appropriate  federal  fiands  that  the  department 
anticipates  receiving  after  the  legislature  adjourns.  Legislative  contract  authority  expenditures  are  treated  as  budget 
amendment  expenditures  in  that  they  are  removed  from  the  base  and  must  be  re-appropriated  each  biennium.  Unlike  a 
budget  amendment,  the  legislature  does  not  have  the  opportunity  to  review  legislative  contract  authority  expenditures  on 
an  on-going  basis.  The  agency  receives  federal  funding  and  spends  it.  The  legislature  becomes  involved  during  the 
subsequent  legislative  session  when  it  receives  a  report  fi-om  the  agency  detailing  legislative  contract  authority 
expenditures. 

The  2003  Legislature  reviewed  on-going  federal  contract  projects  and  decided  that  these  projects  belonged  in  HB  2.  The 
legislature  consequently  denied  legislative  contract  authority  requests  and  required  the  department  to  utilize  the  budget 
amendment  process.  To  convert  the  department  from  the  legislative  contract  authority  process  to  the  budget  amendment 
process,  the  legislature  identified  all  on-going  projects  previously  funded  with  legislative  contract  authority.  The  projects 
were  then  sorted  by  duration.  Those  projects  that  would  be  completed  over  the  next  biennium  were  designated  as  one-time 
in  nature  so  that  they  could  be  removed  from  the  budget  for  the  2007  biennium.  In  contrast,  those  that  have  been  on- 
going for  a  long  time  were  added  to  the  department's  base  budget.  During  FY  2004,  the  department  processed  32  budget 
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amendments  for  a  total  of  $3.3  million.  This  authority  is  in  addition  to  the  $410,507  appropriated  as  short-term  federal 
contracts  by  the  2003  Legislature. 

The  department  is  seeking  present  law  adjustments  to  provide  $7.4  million  in  short-term  federal  contract  authority  for  the 
Fisheries,  Enforcement,  Wildlife,  and  Parks  Divisions  for  federal  funds  from  various  sources  to  replace  authority  currently 
acquired  through  the  budget  amendment  process.  In  addition,  the  Management  Division  is  seeking  $2.8  million  in  federal 
and  $0.2  million  state  special  revenue  contract  authority  for  the  state  wildlife  grant  program.  This  request  is  for  a  very 
specific  funding  source.  However,  the  projects  in  FY  2004  varied  widely,  from  the  monitoring  of  grizzly  bears  to 
inventory  work  on  smooth  and  spiny  soft-shell  turtles. 

The  appropriation  of  legislative  contract  authority  would  provide  the  department  the  ability  to  spend  federal  dollars  as 
they  are  received  and  provides  virtually  no  oversight  of  the  process.  The  budget  amendment  process,  as  prescribed  in  17- 
7-402,  MCA,  provides  for  a  formal  review  process.  Requests  that  do  not  meet  the  criteria  are  not  approved,  while  those 
that  do  are  provided  the  authority  to  do  so.  The  legislature  may  wish  to  determine  if  these  fiinds  should  be  reviewed 
through  a  formal  process.  The  options  are: 

•  Appropriate  the  additional  legislative  contract  authority  allowing  the  department  to  spend  additional  federal  ftmds 
without  legislative  review 

•  Continue  to  require  that  the  department  seek  budget  amendments  for  additional  federal  fimding 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 

of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

57.32 

18.00 

0.00 

75.32 

18.00 

0.00 

75.32 

75.32 

Personal  Services 
Operating  Expenses 
Equipment 
Transfers 

2,652,620 

4,754,839 

28,488 

0 

840,074 

(386,967) 

0 

99,652 

0 
0 
0 
0 

3,492.694 

4,367,872 

28,488 

99,652 

838,370 

(444,453) 

0 

99,652 

0 
0 
0 
0 

3,490,990 

4,310,386 

28,488 

99,652 

6,983,684 

8,678,258 

56,976 

199,304 

Total  Costs 

$7,435,947 

$552,759 

$0 

$7,988,706 

$493,569 

$0 

$7,929,516 

$15,918,222 

State/Other  Special 
Federal  Special 

5,833,955 
1,601,992 

305,371 
247,388 

0 
0 

6,139,326 
1,849,380 

281,578 
211,991 

0 
0 

6,115,533 
1,813,983 

12,254,859 
3,663,363 

Total  Funds 

$7,435,947 

$552,759 

$0 

$7,988,706 

$493,569 

$0 

$7,929,516 

$15,918,222 

Program  Description 

The  Administration  and  Finance  Division  provides  department-wide  support  for  accounting,  fiscal  management, 
purchasing  and  property  management,  persormel,  and  federal  aid  administration.  Additionally,  the  division  provides 
information  technology  services  to  the  agency  and  administers  the  sale  of  hunting,  fishing,  and  other  recreational  licenses. 

Program  Highligtits 


Administration  and  Finance  Division 
Major  Program  Highlights 


The  executive  is  requesting  a  conversion  of  contracted  services  to  in- 
house  support  of  the  Automated  Licensing  System  (ALS),  which 
resuhs  in  the  addition  of  18.00  FTE  and  a  reduction  in  spending  of 
$330,000  over  the  biennium 

•  Increased  proprietary  rates  in  the  duplicating  center  are 
proposed  for  FY  2007 

•  Increased     proprietary     rates     for     some     department 
equipment  are  proposed  for  FY  2006  and  2007 

Other  increases  are  due  to  statewide  adjustments 


Major  LFD  Issues 


The  department  lacks  a  detailed  month-to-month  transition  plan  to 
bring  ALS  support  in  house 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommend  by 
the  Governor. 


Program  Funding  Table 

Administration  &  Finance 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

02086  Mountain  Sheep  Account 

$       16,000 

0.2% 

$      30,000 

0.4% 

$      30,000 

0.4% 

02112  Moose  Auction 

1,725 

0.0% 

1,725 

0.0% 

1,725 

0.0% 

02409  General  License 

5,813,605 

78.2% 

6,005,324 

75.2% 

5,981,531 

75.4% 

02547  Search  &  Rescue 

- 

- 

99,652 

1.2% 

99,652 

1.3% 

02559  Mule  Deer  Auction 

625 

0.0% 

625 

0.0% 

625 

0.0% 

02560  Elk  Auction 

2,000 

0.0% 

2,000 

0.0% 

2,000 

0.0% 

03097  Fedl  Fish(W/B)  Wildlife(P/R) 

610,925 

8.2% 

948,224 

11.9% 

934,798 

11.8% 

03404  Overhead 

991,067 

13.3% 

901.156 

11.3% 

879,185 

11.1% 

Grand  Total 

$  7,435,947 

100.0% 

$  7,988,706 

100.0% 

$7,929,516 

100.0% 

The  Administration  and  Finance  Division  is  funded  from  the  general  license  account  and  revenues  received  through 
applying  an  assessment  to  federal  grants  and  non-federal  account  to  recover  overhead  costs.  These  sources  provide  the 
funding  for  the  services  provided  to  other  divisions  within  the  department.  The  Management  and  Field  Services  divisions 
are  partially  funded  in  the  same  manner.  The  assessment  rate  for  the  2007  biennium  from  non-federal  sources  is  10.8 
percent  for  operations  and  3.5  percent  for  capital.  The  federal  rate  is  negotiated  on  an  annual  basis.  The  current  rate  for 
federal  funds  is  17.8  percent. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

cal  2006 

State 
Special 

Federal 
Special 

Total 
Funds 

Ricrfll  9007 

General 
FTE                  Fund 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

152,767 

(112.209) 

(65,254) 

623,886 

153,395 

(112,240) 

(65.320) 

564.165 

Total  Statewide  Present  Law  Adjustmentt 

$599,190 

$540,000 

DP  101  -  Sheep  Auction  Commission 

0.00                        0                14.000 
DP  103  -  Seasonal  Overtime 

0.00                      0                8,099 
DP  104  -  Automated  License  System  Operations  Transition 

18.00                      0            (92,500) 
DP  105  -  Search  and  Rescue  Transfer 

0.00                        0               99,652 

0 

0 

(75,682) 

0 

14,000 

8,099 

(168,182) 

99.652 

0.00 
0.00 
18.00 
0.00 

0 
0 
0 
0 

14.000 

8,099 

(92,500) 

99.652 

0 

0 

(75.682) 

0 

14.000 

8.099 

(168,182) 

99.652 

Total  Other  Present  Law  Adjustments 

18.00                     SO 

$29,251 

($75,682) 

($46,431) 

18.00 

$0 

$29451 

($75,682) 

($46,431) 

Grand  Total  All  Present  Law  Adjustments 

$552,759 

$493,569 

DP  101  -  Sheep  Auction  Commission  -  The  executive  budget  includes  a  request  to  hire  a  conservation  organization  to 
auction  a  bighorn  sheep  license.  This  funding  would  restore  authority  to  the  highest  prior  bid.  Accounting  standards 
require  the  department  to  record  the  10  percent  commission  earned  from  the  sale  of  licenses  as  an  expenditure  in 
accounting  records.  In  prior  years  the  sheep  permit  has  sold  for  up  to  $300,000,  and  the  winning  bid  in  2004  was 
$160,000. 
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The  winning  bids  for  the  past  five  fiscal  years  average  out  to  $115,520,  which  translates  to  an  average 
commission  of  $  11,552.  The  base  budget  includes  the  authority  to  pay  a  commission  up  to  $16,000. 
^^___  Therefore,  the  requested  amount  is  not  only  significantly  above  the  last  winning  bid,  but  the  five-year 
average,  as  well.  The  legislature  may  wish  to  reduce  the  total  to  a  level  more  in  keeping  with  historical  levels. 


LFD 
ISSUK 


DP  103  -  Seasonal  Overtime  -  The  executive  requests  funding  to  maintain  current  budget  levels  for  overtime,  since 
overtime  pay  does  not  carry  forward.  This  adjustment  continues  the  FY  2004  spending  level  into  FY  2006  and  FY  2007. 
The  overtime  is  used  in  lieu  of  adding  staff  during  peak  workload  periods  in  the  areas  of  licensing,  payroll,  budget, 
claims  and  accounting. 

DP  104  -  Automated  License  System  Operations  Transition  -  The  executive  is  proposing  to  transition  fi-om  contracted 
technology  services  to  in-house  support  for  the  Automated  Licensing  System  (ALS)  that  processes  over  1 .5  million 
license  items  annually.  The  current  contract  expires  February  28,  2006. 


LFD 
ISSUE 


This  decision  package  would  transition  the  automated  licensing  system  from  contracted  IT  services  and 
support  to  an  in-house  staff  operation  in  the  areas  of  help  desk,  programming,  data  analysis  and  security, 
hardware  support,  and  customer  service  for  approximately  400  Montana  businesses  that  sell  FWP  licenses. 
The  transition  would  replace  the  system's  help  desk  currently  located  in  Phoenix  AZ,  and  eliminate  the  need  for  offshore 
subcontracted  services  by  utilizing  a  centralized  operation  in  Helena.  Issues  with  the  current  vendor  have  included  the 
inability  to  have  work  completed  in  a  timely  manner,  scheduling  issues  due  to  time  differences,  cultural  issues,  inflated 
invoicing,  and  refusal  to  provide  training  to  vendors  in  local  communities. 

The  decision  package  presents  this  option  as  a  negative  adjustment,  as  it  is  the  net  affect  of  two  actions.  First,  the 
department  is  seeking  to  hire  18.00  FTE  to  compensate  for  the  elimination  of  contracted  services,  resulting  in  a  2007 
biennial  cost  of  $1.6  million.  Second,  the  elimination  of  contracted  services  reduces  costs  by  $1.9  million,  for  a  negative 
adjustment  of  $0.3  million  over  the  2007  biennium. 

There  are  several  issues  with  this  decision  package: 

1)  Timing.  The  contract  terminates  on  February  28,  2006,  which  is  two-thirds  of  the  way  through  the  fiscal  year. 
The  decision  package  is  based  on  fully  funding  18.00  FTE  for  FY  2006  and  removing  all  contracted  services 
costs  for  FY  2006.  The  department  chose  this  method  of  budgeting  to  keep  the  decision  package  simple,  but  it 
does  not  take  into  account  the  overlapping  costs  of  contracts  and  hiring  of  FTE. 

2)  Detailed  transition  plan.  The  department  has  developed  a  transition  timeline  for  this  conversion.  At  this 
writing,  the  timeline  is  still  in  a  high  level  format  and  details  of  the  transition  have  yet  to  be  worked  out. 

3)  Continued  costs.  This  decision  package  is  based  upon  a  reduction  in  cost  for  this  biennium  only.  The 
department  has  not  reviewed  long-term  costs  of  moving  from  contracted  to  in-house  services.  The  department 
has  determined  that  75  percent  of  future  ALS  operating  costs  will  be  personal  services. 

The  legislature  may  wish  to  seek  additional  information  from  the  department  concerning: 

•  How  the  transition  will  be  executed 

•  The  long  term  costs  associated  with  in-house  support  of  the  ALS  system 


DP  105  -  Search  and  Rescue  Transfer  -  The  executive  requests  an  adjustment  to  provide  the  authority  needed  to  meet  the 
intent  of  SB  112  of  the  2003  legislature  for  costs  associated  with  search  and  rescue  missions  for  hunters,  anglers,  and 
trappers.  SB  1 12  provided  for  the  surcharge  of  $0.25  per  conservation  license  to  fund  these  activities.  The  bill  was  not 
effective  until  March  1 ,  2004,  providing  only  one-third  of  the  annual  expenditures  in  the  base  year.  This  request  would 
allow  for  a  full  year  of  funds  to  be  transferred  to  the  Disaster  and  Emergency  Services  Division  of  the  Department  of 
Military  Affairs  who,  in  turn,  reimburses  the  local  search  and  rescue  organizations. 
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Excess  funds  in  the  search  and  rescue  account  are  transferred  to  the  general  Hcense  account  at  the 
end  of  the  fiscal  year.  Please  see  the  agency  wide  issue  on  the  general  license  account. 

Proprietary  Rates 

Program  Description 

There  are  three  proprietary  functions  within  this  division: 

Duplicating  Center 

The  department's  duplicating  center  provides  duplicating  and  bindery  services  to  department  employees.  The 
Duplicating  Center  has  1.00  FTE  and,  whenever  the  demand  for  services  becomes  to  great  or  a  particular  job  is 
considered  too  large,  the  excess  jobs  are  taken  to  Publications  &  Graphics  to  be  completed. 

Equipment  Enterprise  Fund 

The  department's  equipment  fund  provides  a  fleet  of  vehicles  and  aircraft  to  department  employees.  The  revenue  users 
are  department  employees,  mostly  enforcement  wardens,  fish  and  wildlife  biologists  and  park  employees.  Every  month, 
users  are  charged  for  the  miles  driven  (hours  flown)  during  the  previous  month. 

Warehouse  Inventory 

The  department's  warehouse  contains  mainly  uniform  items  (both  for  wardens  and  non-wardens)  and  items  specifically 
related  to  the  duties  of  the  department  such  as  gill  nets  for  the  fisheries  biologists.  Overhead  costs  are  recovered  by 
charging  a  predetermined  fixed  percentage  to  all  sales. 

Revenues  and  Expenses 

Duplicating  Center 

Expenses  recovered  in  the  rates  are  the  personal  services  of  the  1 .00  FTE,  operating  expenses  and  the  raw  materials 
needed  for  duplicating.  Rates  have  been  historically  adjusted  based  on  the  need  to  increase  or  decrease  the  cash  balances 
in  the  account.  Prior  to  requesting  new  rates,  a  review  of  the  cash  balance  is  done.  At  the  end  of  FY  2004,  the  cash 
balance  was  $23,938. 

The  60-day  working  capital  requirement  provides  sufficient  cash  to  fund  on-going  operations  of  this  program.  Field 
projects  are  billed  monthly  for  the  services  provided  during  the  month.  The  workload  is  fairly  consistent  so  there  is  little 
fluctuation  in  cash  balances  except  when  additional  inventory  is  purchased. 

A  portion  of  the  program's  fund  balance  has  been  reserved  for  the  duplicating  center's  equipment  and  inventory.  At  the 
end  of  FY  2004  the  book  value  of  the  fund's  assets  was  $19,182  and  the  fiind  had  $8,585  in  inventory. 

Equipment  Enterprise  Fund 

The  objective  of  the  vehicle  account  is  to  recover  (through  rates  and  annual  auction  revenues)  sufficient  funds  to  cover 
administrative  costs  to  operate  the  program  (personal  services  and  operations)  in  addition  to  being  able  to  replace  fleet 
vehicles  at  approximately  100,000  miles.  A  total  of  2.06  FTE  are  funded  in  this  fund.  The  two  largest  costs  are  fuel  and 
repairs.  In  FY  2004  the  fund  spent  $675,000  on  fuel  and  $500,000  on  repairs.  In  FY  2004  the  department  drove  just 
over  5.0  million  miles  in  department  vehicles  while  the  10-year  average  is  4.95  million  miles.  Due  to  a  3  percent  rate 
increase  in  FY  2005  and  the  proposed  rate  increases  in  FY  2006  and  2007,  the  program  anticipates  revenues  of  $2.5 
million  in  both  FY  2006  and  2007.  These  amounts  are  increases  of  approximately  3  percent  over  base  year  fee  revenue. 
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The  department  attempts  to  manage  this  account  so  that  a  60-day  working  capital  amount  of  cash  is  available  when  the 
cash  balance  is  at  its  lowest  level.  To  compensate  for  a  cash  flow  problem  created  by  keeping  rates  artificially  low,  rates 
were  increased  25  percent  in  FY  2002,  15  percent  in  FY  2003,  6  percent  in  FY  2004  and  3  percent  in  FY  2005.  The 
department  attempts  to  ensure  that  fees  are  commensurate  with  costs  over  time.  It  does  this  in  two  ways.  First,  proposed 
rates  for  the  next  biennium  take  into  consideration  any  excess  income  or  loss  generated  from  previous  periods.  Second, 
prior  to  finalizing  new  rates  at  the  beginning  of  a  new  fiscal  year,  the  rates  are  recalculated  based  on  actual  information. 

In  order  to  maintain  a  positive  cash  balance,  during  the  past  4  years,  the  vehicle  fund  needed  a  $300,000  loan  fi-om 
another  fund.  This  was  repaid  in  FY  2005.  Working  capital  at  the  end  of  FY  2004  was  $237,000. 

Divisions  are  billed  monthly  for  the  miles  driven  (hours  flown)  during  the  previous  month.  Cash  balances  fluctuate 
during  the  year  for  two  reasons.  The  first  is  that  monthly  mileage  is  greater  during  in  the  summer  and  fall  than  during 
the  winter  and  spring.  The  second  reason  is  that  new  vehicles  are  purchased  in  the  spring.  Thus  cash  balances  are 
normally  highest  in  December  after  the  hunting  season  and  lowest  in  the  spring  after  purchasing  the  new  vehicles.  Fiscal 
year  end  balances  tend  to  be  significantly  higher  than  spring  balances. 

There  is  no  requirement  to  reserve  fund  balance.  At  the  end  of  FY  2004,  the  vehicle  fund  had  total  assets  of  $6,964,000 
and  the  book  value  (original  cost  less  accumulated  depreciation)  of  the  fleet  was  $6,566,000.  The  major  liability  was  a 
$300,000  loan  to  ensure  positive  cash  balance  at  year-end  and  was  repaid  in  FY  2005.  As  stated  above,  working  capital 
at  the  end  of  FY  2004  was  $237,000.  A  portion  of  the  program's  fund  balance  has  been  reserved  for  the  book  value  of 
department  vehicles  and  aircraft. 


Warehouse  Inventory 

The  expenses  associated  with  the  warehouse  include  personal  services,  miscellaneous  office  supplies  and  expenses  for 
the  warehouse  worker  and  inventory  purchased  as  needed  to  replenish  existing  stock.  Revenues  are  the  sales  of 
inventory  items  to  department  employees.  The  department  anticipates  revenues  to  be  approximately  $90,000  per  year  for 
FY  2006  and  FY  2007.  Beginning  in  FY  2002,  0.20  FTE  are  supported  with  this  program. 

The  60-day  working  capital  requirement  provides  sufficient  cash  to  fund  on-going  operations  of  this  program.  The 
department  attempts  to  ensure  that  fees  are  commensurate  with  costs  over  time  by  adjusting  the  proposed  rates  for  excess 
income  or  loss  from  previous  periods. 

Field  projects  are  billed  monthly  for  the  purchases  made  during  the  month.  Cash  balances  fluctuate  during  the  year. 
Cash  balances  are  lowest  during  the  winter  when  stock  is  replenished  and  highest  during  the  summer  when  temporary 
and  seasonal  employees  are  hired. 

A  portion  of  the  program's  fiind  balance  has  been  reserved  for  the 
warehouse  inventory.  At  the  end  of  FY  2004,  the  warehouse 
inventory  was  $1 14,600. 


Rate  Explanation 

Duplicating  Center 

The  rate  methodology  attempts  to  determined  a  rate  for  various 
duplicating  and  bindery  services  that  allow  the  fiind  to 
recover  both  the  cost  of  the  raw  materials  and  all  associated 
personal  services  and  operating  costs.  Rates  have  been  historically 
adjusted  based  on  the  need  to  increase  or  decrease  the  cash  balance. 
The  requested  rates  have  been  increased  only  to  recover  anticipated 
inflationary  mcreases  in  the  raw  materials  and  administrative  costs. 
The  rates  have  remained  constant  for  the  past  four  years. 


Item 

FY  2006 

FY  2007 

Copies 

1-20 

$0,045 

$0,050 

21-100 

$0,030 

$0,035 

101-1000 

$0,025 

$0,030 

1001-5000 

$0,020 

$0,025 

Color  Copies  -  per  sheet 

$0,250 

$0,250 

Binding 

Collating  (per  sheet) 

$0,005 

$0,005 

Hand  Stapling  (per  set) 

$0,015 

$0,015 

Saddle  Stitch  (per  set) 

$0,030 

$0,030 

Folding  (per  sheet) 

$0,005 

$0,005 

Punching  (per  sheet) 

$0,001 

$0,001 

Cutting  (per  minute) 

$0,550 

$0,550 

Dept  Of  Fish,  Wildlife  &  Parks 


C-12 


Administration  &  Finance  Div. 


Dept  Of  Fish,  WUdlife  &  Parks 


01- Administration  &  Finance  Div. 


Equipment 

The  rate  methodology  attempts  to  determine  a  cost/mile  rate  for  various  classes  of  vehicles  and  a  cost/hour  rate  for  each 
class  of  aircraft.  The  methodology  is  to  determine  the  previous  year's  expenses,  including  operating,  maintenance, 
administration  and  depreciation  expenses  minus  the  previous  year's  revenue  generated  from  the  rates  and  the  annual 
vehicle  auction  to  establish  the  net  income  for  a  particular  class.  Next  the  life  to  date  (LTD)  net  income  or  loss  on  a  per 
mile  (hour)  basis  is  determined.  Future  year  expenses  are  estimated  based  on  the  most  current  year's  information  plus  a  3 
percent  inflationary  factor.  Using  the  most  current  year's  mileage  and  the  projected  expenses,  a  cost/mile  (hour)  rate  is 
determined  for  the  future  year.  This  rate  is  adjusted  for  any  LTD  net  income  or  loss.  In  an  attempt  to  minimize  large 
increases  or  decreases,  rates  would  not  change  more  than  25  percent  per  year  (10  percent  for  aircraft). 

In  addition,  a  minimum  mileage  rate  was  instigated  in  FY  2000. 
This  was  an  attempt  to  recover  overhead  costs  whether  a  vehicle 
is  driven  or  not.  A  minimum  monthly  overhead  charge  would  be 
assessed  to  each  vehicle  that  is  not  driven  does  not  maintain  the 
class  average  mileage.  By  using  this  method,  the  overhead  costs 
are  recovered  and  low  mileage  vehicles  are  not  being  subsidized 
by  higher  mileage  vehicles. 


Description 

FY  2006 

FY  2007 

Per  Mile  Rates 

Sedans 

$0.30 

$0.30 

Vans 

$0.33 

$0.33 

Utilities 

$0.37 

$0.37 

Grounds  Maintenance 

$1.05 

$1.10 

Pickup  1/2  Ton 

$0.32 

$0.32 

Pickup  3/4  Ton 

$0.37 

$0.37 

Per  Hour  Rates 

2  Place  Single  Engine 

$59.56 

$62.54 

Part  na  via 

$283.60 

$297.78 

Turbine  Helicopters 

$363.01 

$363.01 

Each  year,  department  employees  drive  over  5.0  million  miles  in 

department  owned  vehicles.  The  department  currently  has  a  fleet 

of  over  400  vehicles,  which  are  mainly  used  by  enforcement 

officers,  fish  and  wildlife  biologists  and  parks  employees.    The 

department's  request  for  vehicle  replacement  is  for  45  vehicles  in 

both  FY  2006  and  2007.    This  is  based  on  replacing  vehicles 

after  a  minimum  of  100,000  miles.    Annually,  the  department 

auctions  these  vehicles  and  replaces  them  with  new  vehicles.  Historically,  the  department  has  replaced  40  to  45  vehicles 

each  year.  This  replacement  schedule  does  not  require  a  present  law  adjustment. 

Vehicles  would  be  assessed  a  minimum  overhead  charge  if  not  driven  a  minimum  number  of  miles  in  addition  to  the 
regular  rates. 

In  FY  2000,  the  department  realized  that  they  had  a  cash  flow  problem  in  the  vehicle  account.  This  arose  from  keeping 
the  rates  artificially  low  in  an  attempt  to  show  that  rates  were  commensurate  with  costs.  The  2001  legislature  provided 
the  department  with  a  rate  increase  of  25  percent  in  FY  2002  and  15  percent  in  FY  2003.  Similarly,  the  2003  legislature 
provide  the  department  with  a  6  percent  rate  increase  in  FY  2004  and  3  percent  rate  increase  in  FY  2005.  At  the  end  of 
FY  2004,  the  department's  cash  flow  problem  has  been  resolved.  The  proposed  rates  for  FY  2006  and  FY  2007  have 
been  adjusted  to  recover  inflationary  increases. 

Warehouse  Inventory 

The  rate  requested  for  the  warehouse  is  an  overhead  rate  that  is  added  to  the  cost  of  the  inventory  items.  The  overhead 
rate  would  generate  sufficient  revenue  to  cover  the  administrative  costs  of  the  program. 

In  order  to  fund  0.20  FTE  for  a  warehouse  worker,  the  2003  legislature  approved  a  5  percent  fixed  overhead  rate  for  FY 
2004  and  2005.  The  executive  is  requesting  a  5  percent  overhead  rate  for  FY  2006  and  2007.  The  rate  was  calculated  by 
estimating  the  support  costs  required  to  maintain  the  warehouse  function  such  as  personal  services,  office  supplies  and 
other  miscellaneous  office  costs.  Based  on  estimated  warehouse  sales,  a  fixed  overhead  percentage  is  determined  that 
allows  the  department  to  recover  the  warehouse  support  costs.  This  rate  is  also  adjusted  for  any  previous  over  or  under 
collections. 
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2007  Biennium  Report  on  Internal  Service  and  Enterprise  Funds  2007 


Fund 
06501 


Fund  Name 
Duplicating  Center 


Agency  # 
5201 


Agency  Name 
Fish  Wildlife  &  Parks 


Program  Name 
Administration  &  Finance  Division 


Operating  Revenues: 

Fee  revenue 
Revenue  from  Duplicating  Services 

Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  1 3) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 


Actual 
FY02 


76,851 


672 


12,697 


Actual 
FY03 


Actual 
FY04 


Budgeted        Budgeted       Budgeted 
FY05 FY06  FY07 


85.000 


85,752 


95,176 


85,000 


(538) 


1,200 


(538) 
5,169 


1,200 
9,635 


(125) 


13.341 


14,457 


14,188 


85,000 


85,000 


2,386 


13,769 


85,000 


85,000 


76,851 

85,752 

95.176 

85.000 

85,000 

85.000 

26,157 

28,839 

29,267 

30,454 

29,484 

29.711 

50,022 

51,206 

57,474 

54,671 

53,130 

53.126 

76,179 

80,045 

86,741 

85,125 

82,614 

82.837 

072 

5,707 

8.435 

(125) 

2,386 

2.163 

2.163 


672 

5,169 

9,635 

(125) 

2,386 

2,163 

22,641 

48,313 

53,482 

63,117 

50,992 

53,378 

25,000 
47,641 

48,313 

53,482 

63,117 

50,992 

53,378 

48.313 

53,482 

63.117 

62.992 

53.378 

55.541 

13,806 
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Internal  Service  and  Enterprise  Funds  2007 

Budgeted 
FY07 

Fund                   Fund  Name                  Agency  # 
06502      E^^uipment  Enterprise  Fund         5201 

Agency  Name 
Fish  Wildlife  &  Pari<s 

Program  Name 
Field  Services  Division 

Actual 
FY02 

Actual 
FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

Operating  Revenues: 

Fee  revenue 

Revenue  from  Vehicle  Fees 
Revenue  from  Aircraft  Fees 
Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Sen/ices 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

- 

- 

- 

2,124,050 
250,250 

2.184.700 
257.800 

2.184.700 
257.800 

1,739,119 
201,944 

2,028,146 

2.210.440 
4 

2,374,300 

2.442.500 

2.442,500 

1.941.063 

70.981 
2,714.788 

2,028,146 

73,870 
1,785,616 

2.210.444 

74,824 
1,949,755 

2,374,300 

74,021 
2,274,196 

2.442.500 

76.783 
2,351.496 

2,442,500 

76,629 

2,350,008 

2.785.769 
(844,706) 

(192,594) 

1,859,486 
168.660 

(49.190) 

2,024,579 
185,865 

(108,268) 

2,348,217 
26,083 

(80.000) 

2.428,279 
14,221 

(60,000) 

2,426,637 
15,863 

(40,000) 

(192.594) 
(1.037.300) 

240.356 

(49.190) 
119.470 

136.975 

(108,268) 
77,597 

65,718 

(80.000) 
(53.917) 

60.000 

(60,000) 
(45,779) 

50.000 

(40,000) 
(24,137) 

40.000 

(796.944) 
3,574.702 

2,381,987 

5,956,689 

256.445 

5.159.745 
1.035.143 

6.194.888 

143,315 
6,451,333 

6,451,333 

6.083 
6.594.648 

6.594.648 

4,221 
6,619,931 

6,619.931 

15,863 
6.691.652 

6.691.652 

5,159,745 

6.451,333 

6.594,648 

6.600.731 

6.624.152 

6,707,515 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 

464,295 

309.914 

337,430 

391.370 

404.713 

404.440 
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Fund  Fund  Name  Agency  # 

06503      SWP  Warehouse  Inventory         5201 


Agency  Name 
Fish  Wildlife  &  Parks 


Program  Name 
Administration  &  Finance  Division 


Operating  Revenues: 

Fee  revenue 
Revenue  from  Warehouse  Sales 
Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 


Actual 
FY02 


89,193 


(419) 


14,935 


Actual  Actual  Budgeted        Budgeted       Budgeted 

FY03  FY04  FY05  FY06  FY07 


90,967 


103,141 


80,000 


80,000 


(9,283) 


(7,620) 


(9,283) 
8.048 


16,738 


1,342 


(419)  (7,620)  8,048 

120,710  205,741  198,121 


16,432  14,302 


10,544  13,110 


80,000 


89,193 

90.970 

103,141 

80,000 

80,000 

80,000 

5.813 

4,062 

4,692 

4.427 

4,518 

4.504 

83,799 

94,528 

81,118 

58,835 

74,140 

74.118 

89,612 

98,590 

85,810 

63,262 

78,658 

78.622 

(419) 

(7.620) 

17.331 

16,738 

1.342 

1.378 

1,378 


16,738  1,342  1,378 

206,169  206,407  207,749 


85,450 
206,160 

205,741 

198,121 

206,169 

206,407 

207,749 

205,741 

■ .,     .=Z= 

198,121 

206,169 

222,907 

207,749 

209,127 

13,104 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budgel 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

42.60 

(4.30) 

0.00 

38.30 

(10.63) 

0.00 

31.97 

31.97 

Personal  Services 
Operating  Expenses 
Equipment 
Benefits  &  Claims 
Transfers 

1,823,405 

5,739,537 

13,306 

14,975 

0 

(27,320) 

(1,326,088) 

0 

0 

0 

0 
30,000 
0 
0 
0 

1,796,085 

4,443,449 

13,306 

14,975 

0 

(210,061) 

(3,453,240) 

0 

0 

0 

0 
30,000 
0 
0 
0 

1,613,344 

2,316,297 

13,306 

14,975 

0 

3,409,429 

6,759,746 

26,612 

29,950 

0 

Total  Costs 

$74i9l,223 

($1353,408) 

$30,000 

$6,267,815 

($3,663301) 

$30,000 

$3,957,922 

$10,225,737 

State/Other  Special 
Federal  Special 

6,831,042 
760,181 

(1,397,073) 
43,665 

30,000 
0 

5,463,969 
803,846 

(3388,896) 
(274,405) 

30,000 
0 

3,472,146 

485,776 

8,936,115 

1,289,622 

Total  Funds 

$7,591,223 

($1353,408) 

$30,000 

$6,267,815 

($3,663301) 

$30,000 

$3,957,922 

$10,225,737 

Program  Description 

The  Field  Services  Division  provides  services  in  five  areas. 

•  The  Landowner  Sportsman  Relations  and  Block  Management  Program:  1)  establishes  and  maintains 
communications  with  user  and  resource-based  organizations  and  individuals;  2)  administers  the  Livestock  Loss 
Reimbursement  Program;  and  3)  administers  the  Block  Management  Program,  which  provides  recreational 
access  on  private  property 

•  The  Game  Damage  Program  provides  assistance  to  landowners  in  minimizing  impacts  of  game  animals  to 
property  and  crops 

•  The  Design  and  Construction  Bureau  provides  architectural  and  engineering  services  for  construction  and 
maintenance  projects  at  state  parks,  state  fishing  access  sites,  and  wildlife  management  areas 

•  The  Aircraft  Unit  provides  aerial  mountain  lake  surveys  and  fish  planting,  wildlife  surveys,  wildlife  capture  and 
marking,  and  transportation  for  the  department 

•  The  Land  Unit  is  responsible  for  the  real  estate  ftinctions  of  the  department,  including  conservation  easements, 
acquisition  and  disposal  of  real  estate  and  real  property,  and  management  of  all  permanent  land  records 

Program  Highlights 


Field  Services  Division 
Major  Program  Highlights 


The  funding  for  the  Hunting  Access  Enhancement  Program  providing 

hunting  access  to  public  and  private  lands  sunsets  March  1,  2006, 

causing  a  reduction  in  the  proposed  budget  of  $4.6  million  over  the 

biennium 

The  executive  is  seeking  fimding  for  urban  wildlife  control  and  to 

compensate  the  school  trust  for  recreational  use  of  trust  lands 


Major  LFD  Issues 


The  executive's  request  for  property  tax  funding  is  overstated 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommend  by       J 

the  Governor. 


Program  Funding ' 

Fable 

Field  Services  Division 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

02334  Market  Based  Combo  Sales 

$4,379,268 

57.7% 

$2,320,216 

37.0% 

$ 

02408  Coal  Tax  Trust  Account 

34,839 

0.5% 

34,844 

0.6% 

34,844 

0.9% 

02409  General  License 

2,385,154 

31.4% 

3,077,128 

49.1% 

3,405,521 

86.0% 

02469  Habitat  Trust  Interest 

31,781 

0.4% 

31,781 

0.5% 

31,781 

0.8% 

03097  Fedl  Fish(W/B)  Wildlife(P/R) 

452,041 

6.0% 

488,441 

7.8% 

178,061 

4.5% 

03404  Overhead 

308.140 

4.1% 

315,405 

5.0% 

307.715 

7.8% 

Grand  Total 

$7,591,223 

100.0% 

$6,267,815 

100,0% 

$  3,957,922 

100.0% 

The  Field  Services  Division's  primary  fiinding  sources  are  portions  of  the  variable-rate  hunting  license  sales  and  the 
general  license  account.  Lesser  amounts  come  from  the  Coal  Tax  Trust  interest  (for  the  acquisition,  development, 
operations  and  maintenance  of  state  parks)  and  the  Wildlife  Habitat  Trust  interest.  Federal  funds  consist  of  Pittman- 
Robertson  (PR)  fiinds  derived  from  excise  taxes  on  sporting  firearms  and  ammunition.  This  fiind  requires  a  minimum 
non-federal  match  of  25  percent.  The  division  receives  a  portion  of  the  indirect  cost  assessment  on  non-federal  funds 
established  at  10.8  percent  for  operational  expenditures  and  3.5  percent  for  capital  expenditures.  The  federal  overhead 
rate  of  17.8  percent  is  applied  to  federal  grants,  including  Pittman-Robertson  funds.  These  assessments  are  managed 
through  non-budgeted  transfers  into  the  general  license  account  from  which  all  expenses  are  paid. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  made  by  the  legislature. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Legislative  decisions 
on  these  items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the 
narrative  descriptions. 


Present  Law  Adjustments 

^^ 

pjcrai  ^nnti  .    .. 

Picral  7007- 

General 

State 

Federal 

Total 

General 



State 

Federal 

Total 

FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 

1 73,400 

(79,871) 

(445) 

174,224 

(79,907) 

(622) 

Fixed  Costs 

2,251 

2,386 

Total  Statewide  Present  Law  Adjustments 

$95,335 

$96,081 

DP  201  -  Block  Management 

(4,30)                       0 
DP  202  -  General  Recreation  Use  of  State  Lands 

(2,081,947) 

0 

(2,081,947) 

(10,63) 

0 

(4,041,713) 

(323,237) 

(4,364,950) 

0,00                      0 
DP  203  -  Taxes 

460,000 

0 

460,000 

0.00 

0 

460,000 

0 

460,000 

0,00                      0 
DP  205  -  Public  Wildlife  Interface  Biennial 

34,956 

36,400 

71,356 

0.00 

0 

59,463 

49,257 

108,720 

0.00                      0 
DP  206  -  Net  Client  Hunter  Use  -  Restricted 

45,211 

0 

45,211 

0.00 

0 

(19,789) 

0 

(19,789) 

0.00                       0 
DP  209  -  Internal  Service  Rate  Adjustment 

37,539 

0 

37,539 

0,00 

0 

37,539 

0 

37,539 

0,00                      0 

19.098 

0 

19,098 

0,00 

0 

19,098 

0 

19,098 

Total  Other  Present  Law  Adjustments 

(4J0)                     $0 

($1,485,143) 

$36,400 

($1,448,743) 

(10.63) 

$0 

($3,485,402) 

($273,980) 

($3,759,382) 

Grand  Total  All  Present  Law  Adjustments 

($1,353,408) 

($3,663,301) 
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DP  201  -  Block  Management  -  The  executive  budget  includes  a  reduction  in  authority  for  the  Hunting  Access 
Enhancement  Program,  including  Block  Management  (private  land  access)  and  Access  Montana  (public  land  access),  as 
statute  providing  authority  and  funding  for  this  program  terminates  on  March  1,  2006.  This  decision  package  removes 
approximately  one-half  of  the  budget  authority  and  FTE  in  the  program  in  FY  2006  to  allow  for  phase-out  of  the 
program  in  the  fall  of  2005.  The  remaining  program  fimding  and  FTE  is  removed  from  the  budget  in  the  second  year  of 
the  biennium. 


The  Hunting  Access  Enhancement  Program  (HAEP)  was  established  in  1985  and  significantly 
expanded  in  1996.  Under  HAEP  statutes  three  programs:  Block  Management  (private  land  access), 
Access  Montana  (public  land  access),  and  Special  Access  Projects  (localized  species-specific  projects) 
are  set  to  terminate  on  March  1,  2006. 


LFD 
COMMKNT 


A  cooperative  program  between  private  landowners  and  the  department,  block  management  helps  landowners  manage 
hunting  activities  and  provides  the  public  with  free  hunting  access  to  private  land,  and  sometimes  to  adjacent  or  isolated 
public  lands.  Block  management  addresses  fall  hunting  only,  spring  bear  and  turkey  hunting  access  are  not  included  in 
the  program.  There  is  no  charge  to  hunt  on  block  management  lands  (referred  to  as  Block  Management  Areas  or  BMAs). 
Program  funding  comes  from  the  sale  of  various  licenses,  including  the  resident  and  nonresident  hunting  access 
enhancement  fee;  nonresident  upland  gamebird  licenses;  and  nonresident  variable-priced,  outfitter-sponsored 
combination  deer/elk  licenses.  Landowner  participation  in  block  management  is  voluntary.  Contracts  are  negotiated 
annually  in  the  spring  and  summer,  and  thus  some  fluctuations  in  enrolled  acreage  occur  from  year  to  year.  For  the  2004 
hunting  season,  approximately  1,250  landowners  have  enrolled  nearly  8.8  million  acres  of  land  in  the  Block  Management 
Program. 

Enrolled  landowners  are  provide  with  various  benefits  for  enrolling  land  in  the  program,  including  compensation 
($12,000  per  year  maximum),  a  AAA  Sportsman's  License  (  or  in  the  case  of  a  nonresident  landowner,  a  non  resident 
combination  license  or  compensation,  but  not  both),  limited  liability  protection,  livestock  loss  reimbursement,  assistance 
with  noxious  weed  control,  and  various  himter  management  tools.  The  tools  can  include  signs,  maps,  permission  slips, 
and  in  some  cases  assistance  of  seasonal  department  staff  to  help  manage  the  block  management  area. 

Access  Montana  was  created  in  2000  to  improve  access  to  state  and  federal  lands  and  to  help  reduce  the  conflicts  that 
arise  when  sportsmen  utilize  public  lands.  Program  funding  is  used  for  agreements  that  provide  access  corridors  to  public 
lands;  land  owner  incentives  like  fencing,  cattle  guards,  and  water  crossings  on  access  routes;  signing  to  indicate 
public/private  land  boundaries;  and  increased  patrolling  where  appropriate.  The  department  relies  on  a  cooperative 
approach  that  considers  the  needs  of  landowners,  sportsmen,  and  land  managers  to  resolve  conflicts  over  access  to  state 
and  federal  lands. 

The  Special  Access  Projects  Program  was  started  in  2001  to  focuses  on  regional  species-specific  hunting  access  needs. 
For  example,  landowners,  sportsmen,  and  department  staff  work  together  to  find  innovative  ways  to  manage  wildlife  and 
increase  hunting  access.  Regional  projects  have  focused  on  improving  access  for  elk,  pheasant,  waterfowl  and  spring 
turkey  hunting.  The  termination  of  statute  affects  the  authority  to  operate  all  three  of  the  programs,  including  the  ability 
to  provide  compensation  to  landowners,  allow  for  complimentary  hunting  licenses  to  landowners,  provide  additional 
payments  for  noxious  weed  control,  provide  authority  for  the  non-resident  variable-priced  outfitter  sponsored  licenses, 
collect  fees  to  fund  enhanced  access,  and  ear-mark  a  portion  of  the  non-resident  upland  bird  license  to  fund  the  program. 

Legislation  to  reauthorize  the  Hunting  Access  Enhancement  Program  will  be  introduced.  If  the  legislation  passes, 
contingency  language  for  HB2  will  be  developed  to  fund  the  program  at  the  appropriate  level. 
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LID 
ISSUE 


The  decision  package  will  remove  $4.4  million  in  funding  for  the  Hunting  Access  Enhancement  Program 
from  the  department's  base.  FY  2004  base  budget  expenditures  were  $4.6  million.  Therefore,  the  legislature 
may  wish  to  adjust  the  decision  package  to  remove  the  entire  base  budget. 


DP  202  -  General  Recreation  Use  of  State  Lands  -  The  executive  is  requesting  an  increase  in  budget  authority  to 
compensate  the  School  Trust  for  recreational  use  of  school  lands.  The  2003  legislature  enacted  SB  1 30,  which  replaced 
the  recreational  use  license  for  trust  land  with  compensation  to  the  school  trust  from  the  department  calculated  at  $2  per 
every  conservation  license  sold.  The  legislation  took  effect  with  the  March  2004  license  year,  thus  only  one  payment  was 
made  to  the  School  Trust  in  the  base  year. 


LFD 
COMMENT 


Total  payments  in  FY  2004  were  $47,017.    The  additional  authority  provides  for  a  total  yearly 
payment  of  $507,017  in  the  2007  biennium. 


DP  203  -  Taxes  -  The  department  pays  taxes  on  all  land  and  administrative  facilities  owned  or  leased  by  the  department 
at  the  same  rate  as  private  individuals.  The  executive  is  requesting  restoration  of  one-time  authority  of  $18,437  granted 
in  the  2003  Legislature  and  an  increase  in  authority  to  account  for  increases  in  tax  liabilities.  This  proposal  would 
provide  budget  authority  to  cover  anticipated  tax  liabilities  of  $371,838  in  FY  2006  (tax  year  2005)  and  $409,023  in  FY 
2007  (tax  year  2006). 


The  request  for  additional  authority  is  over-stated.  The  FY  2004  base  for  taxes  is  $376,127.  When  the 
requested  adjustments  are  added  to  the  base,  the  requested  authority  for  FY  2006  is  $447,483  and  $484,847 
for  FY  2007.  This  decision  package  provides  excess  authority  of  $75,645  in  FY  2006  and  $75,824  in  FY  2007 
based  on  anticipated  tax  liabilities.  The  legislature  may  wish  to  adjust  the  decision  package  to  only  the  amount  needed. 


LFD 
ISSUE 


DP  205  -  Public  Wildlife  Interface  Biennial  -  The  executive  budget  includes  an  adjustment  to  carry  forward  the  division's 
existing  biennial  appropriation  for  Public  Wildlife  Interface  into  the  2007  biennium.  No  change  from  the  previously 
approved  base  budget  is  being  requested.  The  total  biennial  amount  is  $65,000. 

DP  206  -  Net  Client  Hunter  Use  -  Restricted  -  The  executive  budget  includes  a  request  to  restore  funding  for  the 
department  to  analyze  the  impacts  of  applications  for  an  increase  in  net  client  hunting  use  by  outfitters.  The  number  of 
applications  and  precise  budgetary  needs  for  the  long-term  are  uncertain,  and  therefore  this  decision  package  restores 
authority  to  the  $40,000  level  approved  by  the  2003  Legislature. 


LFD 
ISSUE 


The  department  provides  an  analysis  of  the  affects  of  the  net  client  hunting  use  expansion  application.  This  is 
the  process  utilized  by  outfitters  to  increase  the  limit  on  the  number  of  clients  they  may  serve.  This  process 
includes  the  soliciting  of  public  comments.  The  department  had  two  requests  for  net  client  hunter  use  reviews 
in  FY  2004.  Expenditures  for  those  reviews  totaled  $2,460.  Similar  expenditures  occurred  in  FY  2003  of  $2,674  and  FY 
2002  of  $3,155.  The  average  annual  cost  of  these  reviews  is  $2,763.  Consequently,  the  request  is  higher  than  the 
previous  expenditure  levels.  The  executive  is  requesting  $40,000  in  restricted  authority  each  year  of  the  biennium, 
approximately  $37,237  more  than  the  annual  average  cost.  The  legislature  may  wish  to  adjust  the  decision  package  to 
only  the  amount  needed. 

The  department  receives  a  portion  of  outfitter  fees  that  are  deposited  to  the  general  license  account.  The  net  client 
hunting  use  review  activity  is  funded  solely  with  general  license  dollars.  Please  see  the  agency-wide  issue  on  the  general 
license  accoimt. 
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DP  209  -  Internal  Service  Rate  Adjustment  -  The  department  manages  a  fleet  of  vehicles  and  aircraft  for  department  use. 
Program  staff  who  use  department  vehicles  are  assessed  a  fee  for  the  miles  driven  or  hours  flown.  The  revenue 
generated  from  the  vehicle  rates  is  used  to  maintain  the  department's  fleet  and  to  replace  existing  vehicles  as  needed. 
The  requested  amount  represents  anticipated  usage  at  the  proposed  2007  rate. 


New  Proposals 

New  Proposals 

Ficral  ^OOft    -    

-Fiinfll  ■?n07    -    - 

Program                FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  208  -  Urban  Wildlife 

02               0.00 

Total               0.00 

0 

$0 

30,000 
$30,000 

0 

$0 

30,000 

$30,000 

0.00 
0.00 

0 
$0 

30,000 
$30,000 

0 
$0 

30,000 
$30,000 

DP  208  -  Urban  Wildlife  -  The  executive  is  requesting  $30,000  to  assist  cities  and  towns  in  planning  and  implementing 
urban  wildlife  control.  Statute  7-31-4110  MCA  states  that  a  city  or  town  may  adopt  a  plan  to  control,  remove,  and  restrict 
game  animals  within  boundaries  of  the  city  or  town  limits  for  public  health  and  safety  purposes.  The  department  is 
required  by  statute  to  review  and  approve  the  plan. 


LID 
ISSUK 


This  request  is  funded  solely  with  the  general  hcense  account, 
general  license  account. 


Please  see  the  agency-wide  issue  on  the 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 

of  fiinding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

142.02 

1.00 

3.00 

146.02 

1.00 

3.00 

146.02 

146.02 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 
Transfers 

6,199,430 

3,584,954 

217,165 

30,000 

0 

523,650 

78,183 

10,000 

0 

0 

1,276,604 

1,325,403 

125,000 

0 

0 

7,999,684 

4,988,540 

352,165 

30,000 

0 

526,886 

70,683 

0 

0 

0 

1,276,511 

1,325,496 

125,000 

0 

0 

8,002,827 

4,981,133 

342,165 

30,000 

0 

16,002,511 

9,969,673 

694,330 

60,000 

0 

Total  Costs 

$10,031349 

$611,833 

$2,727,007 

$13370389 

$597369 

$2,727,007 

$13356,125 

$26,726,514 

State/Other  Special 
Federal  Special 

3,635,1 12 
6,396,437 

193,625 
418,208 

477,007 
2,250,000 

4,305,744 
9,064,645 

189,704 
407.865 

477,007 
2,250,000 

4,301,823 
9,054,302 

8,607,567 
18,118,947 

Total  Funds 

$10,031349 

$611,833 

$2,727,007 

$13370389 

$597369 

$2,727,007 

$13356,125 

$26,726314 

Program  Description 

The  Fisheries  Division  is  responsible  for  preserving  and  perpetuating  aquatic  species  and  their  ecosystems  and  for 
meeting  public  demand  for  fishing  opportunities  and  aquatic  wildlife  stewardship.  The  division  formulates  and 
implements  policies  and  programs  that  emphasize  management  for  wild  fish  populations  and  the  protection  and 
restoration  of  habitat  necessary  to  maintain  these  populations.  The  program: 

1)  Operates  a  hatchery  program  to  stock  lakes  and  reservoirs  where  natural  reproduction  is  limited 

2)  Regulates  angler  harvests 

3)  Monitors  fish  populations 

4)  Provides  and  maintains  adequate  public  access. 

Program  Highlights 


Fisheries  Division 
Major  Program  Highlights 


Funding  to  establish  fish  production  at  the  Fort  Peck  Hatchery  is 

requested  at  $0.5  million  per  year 

Legislative  contract  authority  would  add  $4.5  million 

Statewide  adjustments  add  the  bulk  of  the  remaining  increase 


Major  LFD  Issues 


The  executive  is  requesting  $2.25   million  in  legislative  contract 
authority  each  year  of  the  biennium 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommend  by 
the  Governor. 


Program  Funding  Table 
Fisheries  Division 

Program  Funding 

Base 
FY  2004 

%  of  Base         Budget 
FY  2004         FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 

FY  2007 

02000  State/Other  Special  Rev.  Funds 
03000  Federal  Spec.  Rev.  Funds 
Grand  Total 

$3,635,112 

6.396.437 

10,031,549 

36.2%     $4,305,744 

63.8%       9,064.645 

100.0%      13,370,389 

32.2% 

67.8% 

100.0% 

$4,301,823 

9,054,302 

13,356,125 

32.2% 

67.8% 

100.0% 

The  division  is  funded  with  63  percent  federal  revenues,  the  largest  source  of  which  is  the  Wallup-Breaux  program  for 
sport  fish  restoration.  (See  the  agency  wide  issue  on  federal  fimding  for  a  detailed  explanation.)  General  license  dollars 
contribute  36  percent  of  the  division's  funding.  The  balance  of  funding  comes  from  a  portion  of  the  division  indirect  cost 
rate  and  proceeds  from  the  sale  of  paddlefish  roe. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  made  by  the  legislature. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Legislative  decisions 
on  these  items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the 
narrative  descriptions. 


Present  Law  Adjuslmenls 

Fiscal  2006- - 



=iscal  2007 



General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

765,004 

768,404 

Vacancy  Savings 

(278,576) 

(278,712) 

Intlation/Deflation 

9,256 

6,735 

Fixed  Costs 

77 

98 

Total  SUtewide  Present  Law  Adjustments 

$495,761 

$496,525 

DP  302  -  Lower  Yellowstone  River  Operations 

0.00                      0 

0 

11,250 

11,250 

0.00 

0 

0 

11,250 

11,250 

DP  304  -  Fisheries  Field  Technician 

1.00                        0 

15,556 

46,666 

62,222 

1.00 

0 

11,798 

35,396 

47,194 

DP  305  -  USFWS  Virology  Contract 

0.00                        0 

5,000 

15,000 

20,000 

0.00 

0 

5,000 

15,000 

20,000 

DP  308  -  Internal  Service  Rate  Adjustment 

0.00                        0 

5,650 

16,950 

22,600 

0.00 

0 

5.650 

16,950 

22,600 

Total  Other  Present  Law  Adjustments 

1.00                     SO 

$26,206 

$89366 

$116,072 

1.00 

$0 

$22,448 

$78396 

$101,044 

Grand  Total  All  Present  Law  Adjustments 

$611,833 

$597,569 

DP  302  -  Lower  Yellowstone  River  Operations  -  The  executive  is  seeking  a  funding  switch  for  the  Lower  Yellowstone 
River  Biologist  position.  One  half  of  this  biologist  FTE  is  responsible  for  regional  fisheries  work  including  species 
inventory  and  management  of  paddlefish,  sauger,  and  blue  suckers,  and  the  department  contends  it  should  be  funded  with 
federal  fish  Wallup-Breaux  funding  and  general  license  dollars.  The  biologist  is  currently  operating  with  Western  Area 
Power  Administration  fimding,  specifically  allocated  for  pallid  sturgeon  research. 


LFl) 
COMMKNT 


federal  funding. 


Wallop-Breaux  (W-B)  funding  requires  a  25  percent  match.  The  department  is  not  requesting  the 
match  for  this  funding  switch  as  general  license  dollars  will  be  reallocated  within  the  budget  for  this 
purpose.    For  a  detailed  explanation  of  W-B  funding,  please  see  the  agency-wide  discussion  on 
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DP  304  -  Fisheries  Field  Technician  -  The  executive  is  requesting  funding  for  fishery  technicians  who  work  under  the 
direction  of  a  biologist  to  perform  the  day  to  day  field  work  that  is  the  basis  for  fisheries  management.  The  field 
technicians  would  provide  field  assistance  to  monitor  and  manage  the  state's  fishery  resource  in  regions  three  (0.50  FTE) 
and  six  (0.50  FTE). 


LFD 
ISSUE 


The  FTE  requested  would  be  funded  by  federal  Wallup-Breaux  fimds,  which  will  require  a  25  percent  match. 
The  match  would  be  provided  by  the  general  license  account.  Please  see  the  agency-wide  issue  on  the  general 
license  account  and  federal  funding. 


DP  305  -  USFWS  Viroloev  Contract  -  The  executive  is  seeking  additional  funds  for  the  department's  contract  with  the 
U.S.  Fish  and  Wildlife  Service  (USFWS)  for  laboratory  support  for  fish  health  work  that  includes  all  laboratory 
diagnostics.  Virology  had  been  provided  fi-ee-of-charge  by  USFWS,  but  beginning  in  FY  2006,  USFWS  will  begin 
charging  an  estimated  $20,000  for  virology  services 

DP  308  -  Internal  Service  Rate  Adjustment  -  The  executive  budget  includes  a  request  to  adjust  vehicle  travel  costs 
resulting  fi-om  inflation  and  rate  increase  for  the  department's  internal  fleet  of  vehicles  and  aircraft.    The  additional 
revenue  generated  would  be  used  to  maintain  the  department's  fleet  and  to  replace  existing  vehicles  as  needed. 
The  requested  amount  represents  anticipated  usage  at  the  proposed  2007  rate. 


New  Proposals 


New  Proposals 


Program 


FTE 


Fiscal  2006 

General  State  Federal  Total 

Fund  Special  Special  Funds 


FTE 


General 

Fund 


-Fiscal  2007 

State 
Special 


Federal 
Special 


Total 
Funds 


DP  301  -  Fort  Peck  Hatchery  Operations 

03  3.00  0 

DP  306  -  Short  Term  Federal  Authority  OTO 
03  0.00  0 


Total 


3.00 


$0 


477,007  0  477,007  3.00 

0  2,250,000  2,250,000  0.00 

$477.007    S2,250,000    $2,727,007 3.00 


0      477,007  0      477,007 

0         0    2,250,000     2,250,000 

$0     $477,007    $2,250,000    $2,727,007 


DP  301  -  Fort  Peck  Hatcherv  Operations  -  The  executive  is  requesting  an  increase  in  the  hatchery  operations  budget  to 
allow  the  facility  to  begin  fish  production  and  to  add  three  to  four  fish  culturists  to  staff  and  run  the  hatchery  at  full 
capacity.  The  2003  Legislature  approved  an  operations  budget  and  the  hiring  of  a  hatchery  manager  to  oversee 
construction  of  the  Fort  Peck  Hatchery  with  the  understanding  that  when  the  facility  is  completed  in  2005  it  will  be 
necessary  to  hire  staff  to  run  the  hatchery.  Funding  for  this  decision  package  is  warm  water  fish  stamp  revenues. 

DP  306  -  Short  Term  Federal  Authority  OTO  -  The  executive  is  requesting  $2.25  million  per  fiscal  year  in  short-terra 
contract  authority  for  projects  using  federal  funding. 


LFD 
LSSUE 


According  to  LFD  records,  during  FY  2004  the  department  submitted  nine  budget  amendments  for  the 
Fisheries  Division  totaling  $609,643.  Please  see  the  agency-wide  issue  on  legislative  contract  authority. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  fiinding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Itein 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

101.95 

(2.50) 

3.50 

102.95 

(5.00) 

3.50 

100.45 

100.45 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 

5,138,378 

1,497,122 

72,248 

35,400 

97,047 

16,111 

0 

0 

127,693 

128,186 

0 

0 

5,363,118 

1,641,419 

72,248 

35,400 

(26,665) 

(17,597) 

0 

(40,000) 

127,353 

63,408 

0 

0 

5,239,066 

1,542,933 

72,248 

(4,600) 

10,602,184 

3,184,352 

144,496 

30,800 

Total  Costs 

$6,743,148 

$113,158 

$255,879 

$7,112,185 

($84,262) 

$190,761 

$6,849,647 

$13,961,832 

State/Other  Special 
Federal  Special 

6,514,140 
229,008 

89,913 
23,245 

164,047 
91,832 

6,768,100 
344,085 

(78,192) 
(6.070) 

99,047 
91,714 

6,534,995 
314,652 

13,303,095 
658,737 

Total  Funds 

$6,743,148 

$113,158 

$255,879 

$7,112,185 

($84,262) 

$190,761 

$6,849,647 

$13,961,832 

Program  Description 

The  Law  Enforcement  Division  is  responsible  for  ensuring  compliance  with  the  department  laws  and  regulations  for  the 
protection  and  preservation  of  big  game  animals,  fiir-bearing  animals,  fish,  game  birds,  and  other  wildlife  species.  It  also 
enforces  laws  and  regulations  relative  to  lands  or  waters  under  the  jurisdiction  and  authority  of  the  department  such  as 
parks,  fishing  access  sites,  and  wildlife  management  areas,  as  well  as  those  laws  and  regulations  pertaining  to  boating, 
snowmobile,  and  all-terrain  vehicle  safety  and  registration.  Other  duties  include  administration  of  special  purpose 
licenses,  overseeing  the  department's  licensing  agents,  and  investigating  wildlife  damage  complaints. 

Program  Highlights 


Enforcement  Division 
Major  Program  Highlights 


The  funding  for  the  Hunting  Access  Enhancement  Program  stmsets 

March  1 ,  2006  causing  a  reduction  in  the  proposed  budget  of  $440,000 

over  the  biennium 

The   executive   is   requesting   2.00   FTE   to   establish   a   Regional 

Investigator  program  to  enhance  investigational  capacity 

On-going  warden  overtime  adds  the  bulk  of  the  remaining  increase 

Major  LFD  Issues 


A  potential  increase  in  general  fund  revenue  fi^om  fines  could  result  if 
additional  regional  investigator  positions  are  fimded 
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The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommend  by 
the  Governor. 


Program  Funding  Table 

Enforcement  Division 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

021 15  Off-Highway  Vehicle  Fines 

$      46,619 

0.7% 

$      48,000 

0.7% 

$      47,987 

0.7% 

02329  Snowmobile  Fuel  Tax-Enforcemnt 

24,046 

0.4% 

24,850 

0.3% 

24,850 

0.4% 

02334  Market  Based  Combo  Sales 

291,809 

4.3% 

145,906 

2.1% 

- 

- 

02409  General  License 

5,894,844 

87.4% 

6,241,947 

87.8% 

6,175,280 

90.2% 

0241 1  State  Parks  Miscellaneous 

75,828 

1.1% 

131,768 

1.9% 

131,251 

1.9% 

02412  Motorboat  Fuel  Tax 

26,658 

0.4% 

- 

- 

- 

02413  F  &  G  Motorboat  Cert  Id 

88,375 

1.3% 

107,500 

1.5% 

87,500 

1.3% 

02414  Snowmobile  Reg 

65,961 

1.0% 

68,129 

1.0% 

68,127 

1.0% 

03403  Misc.  Federal  Funds 

229,008 

3.4% 

344,085 

4.8% 

314,652 

4.6% 

03404  Overhead 
Grand  Total 

_ 

. 

- 

- 

- 

- 

6,743,148 

100.0% 

7,112,185 

100.0% 

6,849,647 

100.0% 

The  Law  Enforcement  Division  is  funded  primarily  with  state  special  revenue,  including  the  General  License  Account, 
variable  priced  non-resident  hunting  license  fees,  motorboat  certificate  fees,  motorboat  fuel  taxes,  state  parks  funds, 
income  from  the  coal  tax  trust,  and  snowmobile  and  off-highway  vehicle  registration  funds.  Federal  funds  consist 
primarily  of  grants  from  the  Coast  Guard  and  require  a  25  percent  match. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  made  by  the  legislature. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Legislative  decisions 
on  these  items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the 
narrative  descriptions. 


Present  Law  Adjustments 

-Fis 

..  fi^ra\  ocini  .  ... 

General 
FTE                  Fund 

Slate 
Special 

Federal 
Special 

Total 
Funds 

Fit 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

238,822 

(215,097) 

114 

(10) 

237,290 

(215,026) 

58 

(10) 

Total  Statewide  Present  Law  Adjustments 

$23,829 

$22,312 

DP  40 1  -  Warden  Overtime 

0.00 
DP  403  -  Bison  Hunt  Biennial 

0.00 
DP  406  -  Adjust  County  Water  Safety 

0.00 
DP  41 1  -  Block  Management  Program 

(2.50) 
DP  412  -  Internal  Service  Rate  Adjustment 

0.00 

0 
0 
0 
0 
0 

194,000 

7,733 

0 

(145,903) 

27,499 

6,000 
0 
0 
0 
0 

200,000 

7,733 

0 

(145,903) 

27,499 

0.00 
0,00 
0.00 
(5.00) 
0.00 

0 
0 
0 
0 
0 

194,000 

(2,267) 

(20,000) 

(291,806) 

27,499 

6,000 

0 

(20,000) 

0 

0 

200,000 

(2,267) 

(40,000) 

(291,806) 

27,499 

Total  Other  Present  Law  Adjustments 

(2.50) 

$0 

$83329 

$6,000 

$89329 

(5.00) 

$0 

($92,574) 

($14,000) 

($106,574) 

Grand  Total  All  Present  Law  Adjustmenis 

$113,158 

($84,262) 

DP  401  -  Warden  Overtime  -  The  executive  budget  includes  a  request  to  maintain  current  budget  levels  for  warden 
overtime,  since  overtime  pay  does  not  carry  forward. 
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III) 
ISSUE 


The  division  spent  $163,723  in  FY  2003  and  $162,424  in  FY  2004.  The  request  exceeds  the  base  by 
approximately  $40,000.  The  legislature  may  wish  to  adjust  the  decision  package  to  reflect  historical  overtime 
expenditures. 


DP  403  -  Bison  Hunt  Biennial  -  The  executive  is  requesting  funding  to  support  enforcement  activities  related  to  special 
bison  hunts.  The  2003  legislature  provided  authority  for  the  department  to  authorize  a  bison  hunt  as  a  species 
management  tool  when  specific  criteria  are  met.  2005  biennium  funding  was  used  for  project  planning  in  FY  2004  and 
for  enforcement  duties  related  to  the  first  hunt  proposed  for  January  1 5,  2005  through  February  1 5,  2005. 

DP  406  -  Adjust  County  Water  Safety  -  The  executive  budget  includes  a  reduction  in  the  authority  for  the  county  water 
safety  program,  as  statute  providing  the  authority  for  the  program  sunsets  June  30,  2006.  This  decision  package  removes 
the  funding  from  the  second  year  of  the  biennium. 


LID 
COMMENT 


The  county  water  safety  program  provides  the  ability  for  the  department  to  delegate  part  of  the 
administration  and  control  of  the  boating  safety  program  to  counties.  The  funding  for  this  program 
comes  fi-om  a  portion  of  the  motorboat  decal  fee  that  is  deposited  to  the  general  fund  with  a 

subsequent  transfer  to  the  department  based  on  the  number  of  registered  boats.   Legislation  to  reauthorize  the  county 

water  safety  program  will  be  introduced. 


DP  41 1  -  Block  Management  Program  -  The  executive  budget  includes  a  reduction  in  authority  for  enforcement  services 
related  to  the  Hunting  Access  Enhancement  Program,  including  Block  Management  (private  land  access)  and  Access 
Montana  (public  land  access),  as  statute  providing  authority  and  funding  for  this  program  terminates  on  March  1 ,  2006. 
This  decision  package  removes  approximately  one-half  of  the  budget  authority  and  FTE  in  the  program  in  FY  2006  to 
allow  for  phase-out  of  the  program  in  the  fall  of  2005.  The  remaining  program  funding  and  FTE  is  removed  from  the 
budget  in  the  second  year  of  the  biennium. 


DP  412  -  Internal  Service  Rate  Adjustment  -  The  executive  budget  includes  a  request  to  adjust  vehicle  travel  costs 
resulting  from  inflation  and  a  rate  increase  for  the  department's  internal  fleet  of  vehicles  and  aircraft.  The  additional 
revenue  generated  would  be  used  to  maintain  the  department's  fleet  and  to  replace  existing  vehicles  as  needed.  The 
requested  amount  represents  anticipated  usage  at  the  proposed  2007  rate. 

New  Proposals 


New  Propt>sals 

fic^al  -XlflA 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

Program                FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  402  -  Commercial  Licensing  Program  -  Biennial/Rest/OTO 

04              0.00                       0 

44,047 

0 

44,047 

0.00 

0 

(10.953) 

0 

(10,953) 

DP  407  -  Short  Term  Federal  Authority  OTO 

04              0.00                       0 

0 

20,000 

20,000 

0.00 

0 

0 

20,000 

20,000 

DP  408  -  Regional  Investigators 

04              2.00                       0 

120,000 

0 

120,000 

2.00 

0 

110,000 

0 

110,000 

DP  409  -  Seasonal  Water  Safety  -  Restricted 

04              1.50                       0 

0 

71,832 

71,832 

1.50 

0 

0 

71,714 

71,714 

Total             3.50                    $0 

$164,047 

$91,832 

$255,879 

3.50 

$0 

$99,047 

$91,714 

$190,761 
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DP  402  -  Commercial  Licensing  Program  -  Biennial/Rest/OTO  -  The  executive  is  requesting  a  one-time-only  biennial 
appropriation  of  $55,000  for  commercial  licensing  activities.  The  2003  Legislature  approved  a  one  time  only  budget  of 
$32,000  for  each  year  of  the  2005  biennium.  The  purpose  of  this  allocation  was  to  cover  anticipated  expenses  for 
administering  a  commercial  licensing  program  and  to  set  a  new  armualized  budget  for  a  program  that  had  been 
significantly  reduced  due  to  the  reduction  in  the  number  of  alternative  livestock  facilities. 


The  2003  Legislature  established  a  biennial  appropriation  to  set  a  new  annualized  budget  as  the  program 
experienced  a  significant  workload  reduction.  To  achieve  the  intent  of  the  2003  Legislature,  the  legislature 
may  wish  to  establish  a  base  budget  for  the  commercial  licensing  program,  rather  than  a  biennial,  restricted, 
one-time-only  appropriation.  The  FY  2004  expenditures  were  $10,953. 


LID 
ISSUE 


1  LFD 

1  COMMENT 

The  commercial  licensing  program  is  funded  solely  with  the  general  license  account.  Please  see  the 
agency-wide  issue  on  the  general  license  account. 

DP  407  -  Short  Term  Federal  Authority  OTQ  -  The  executive  is  requesting  $20,000  per  fiscal  year  in  short-term  contract 
authority  for  projects  using  federal  ftinding. 


LFD 
ISSUE 


According  to  LFD  records,  during  FY  2004  the  department  submitted  three  budget  amendments  for  the  Law 
Enforcement  Division  totaling  $12,800.  Please  see  the  agency-wide  issue  on  legislative  contract  authority. 


DP  408  -  Regional  hivestigators  -  The  executive  is  requesting  fiinds  to  increase  division  staffing  through  the  creation  of  a 
regional  investigator  position.  The  regional  investigators  would  address  investigative  shortfalls  by  focusing  on  serious 
resource  abuse  and  commercialized  wildlife  crimes.  The  2.00  FTE  would  be  housed  in  two  regional  headquarters. 


The  department's  proposal  establishes  a  position  that  would  provide  enhanced  fish,  wildlife,  and  parks 
investigational  services  in  two  regions.  The  regional  investigator  would  operate  much  like  a  detective,  taking 
the  case  over  after  game  wardens  handle  the  initial  discovery  of  the  crime.  This  position  would  take  over 
managing  large  scale  investigations  fi-om  wardens  to  allow  the  wardens  to  focus  on  response  to  game  issues. 


LFD 
ISSUE 


The  proposal,  if  approved,  may  result  in  an  increase  in  the  number  of  crimes  convicted,  thus  an  increase  in  the  amount  of 
fines  collected.  Current  statute,  87-1-114,  MCA,  provides  the  department  with  the  authority  to  utilize  fines  collected 
under  87-1-1 11,  MCA  (illegal  killing  or  possession  of  certain  wildhfe)  and  87-1-115,  MCA  (illegal  killing  or  possession 
of  trophy  wildlife),  for  hunter  education  or  enforcement. 

The  department  of  revenue  deposits  the  first  $60,000  in  fees  to  the  general  Ucense  account  for  the  benefit  of  the 
department.  After  fees  have  exceeded  $60,000,  the  fimds  are  deposited  into  the  general  fiand.  Historically  fines  have 
exceeded  $60,000.  The  legislature  may  wish  to  consider  the  potential  impact  of  increased  fees.  The  increase,  if 
materialized,  could  provide  an  additional  source  of  general  fund. 

If  the  legislature  accepts  this  package,  they  may  wish  to  consider  a  one-time  only  authorization.  This  is  a  new  activity  for 
the  department  and  the  legislature  could  take  the  opportunity  to  review  the  progress  of  the  program  prior  to  establishing 
funding  in  the  department's  base  budget. 


DP  409  -  Seasonal  Water  Safetv  -  Restricted  -  The  executive  is  requesting  fimding  for  1 .5  FTE  to  enhance  water  safety 
during  peak  times  of  water  recreation.  As  watercraft  utilization  has  increased,  so  has  the  congestion  and  conflict  on 
Montana  lakes,  rivers  and  reservoirs. 
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III) 
COMMIM 


This  decision  package  is  contingent  upon  the  passage  of  legislation  reinstating  annual  boat 
registration.  The  ability  to  purchase  a  permanent  boat  registration  violates  the  federal  coast  guard 
rule  for  boat  inspection  every  three  years.  While  Montana  boaters  are  legal  in  state,  in  out  of  state 

waters,  boaters  may  be  subject  to  fines.  If  Montana  does  not  adjust  the  frequency  of  boat  registration,  federal  coast 

guard  funds  are  at  risk. 
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Program  Proposed  Budget  ^  ■,  ^  . 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 

of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

101.43 

1.00 

1.50 

103.93 

1.00 

1.50 

103.93 

103.93 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 

4,836,183 

2,725,472 
41,268 
133,847 

285,423 

273,671 

0 

0 

57,680 

583,229 

47,000 

0 

5,179,286 

3,582,372 

88,268 

133,847 

285,211 

273,718 

0 

0 

57,535 

583,229 

0 

0 

5,178,929 

3,582,419 

41,268 

133,847 

10,358,215 

7,164,791 

129,536 

267,694 

Total  Costs 

$7,736,770 

$559,094 

$687,909 

$8,983,773 

$558,929 

$640,764 

$8,936,463 

$17,920,236 

State/Other  Special 
Federal  Special 

4,028,187 
3,708,583 

333,289 
225,805 

167,369 
520,540 

4,528,845 
4,454,928 

332,927 
226,002 

120,262 
520,502 

4,481,376 
4,455,087 

9,010,221 
8,910,015 

Total  Funds 

$7,736,770 

$559,094 

$687,909 

$8,983,773 

$558,929 

$640,764 

$8,936,463 

$17,920,236 

Program  Description 

The  Wildlife  Division  is  responsible  for  the  department's  statewide  Wildlife  Management  Program,  which  enhances  the 
use  of  Montana  renewable  wildlife  resources  for  public  benefit.  It  protects,  regulates,  and  perpetuates  wildlife 
populations  with  habitat  management  and  regulated  harvest.  Through  promotion  of  land  management  practices,  wildlife 
habitat  areas  are  maintained  and  enhanced.  In  addition,  the  program  provides  wildlife  recreational  opportunities  to  the 
pubhc,  including  non-game  wildlife,  and  provides  public  information  regarding  conservation  of  wildlife  populations  and 
wildlife  habitats.  The  program  manages  animals  legislatively  categorized  as  big  game,  small  game,  ftirbearers,  and 
threatened  and  endangered  species. 

Program  Highlights 


Wildlife  Division 
Major  Budget  Highlights 


The  increase  in  funding  is  primarily  due  to: 

•  Funding  for  enhanced  wildhfe  surveys 

•  Use  of  non-game  wildlife  funds  for  education  and  research 
projects 

•  Statewide  present  law  adjustments 

•  Federal  grant  authority 


Major  LED  Issues 


Continuation  of  funding  for  the  wildUfe  conflict  specialist  and  the 
mountain  lion  research  program  is  requested 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommend  by 
the  Governor. 


Program  Funding  Table 

Wildlife  Division 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Prograin  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

02061  Nongame  Wildlife  Account 

$ 

- 

$      43,500 

0.5% 

$      43,500 

0.5% 

02085  Waterfowl  Stamp  Spec.  Rev. 

23,666 

0.3% 

50,054 

0.6% 

50,054 

0.6% 

02086  Mountain  Sheep  Account 

79,368 

1.0% 

79,368 

0.9% 

79,368 

0.9% 

02112  Moose  Auction 

14,357 

0.2% 

20,107 

0.2% 

20,107 

0.2% 

02 11 3  Upland  Game  Bird  Habitat 

54,871 

0.7% 

107,000 

1.2% 

107,000 

1.2% 

02409  General  License 

3,608,499 

46.6% 

3,912,390 

43.5% 

3,911,921 

43.8% 

02469  Habitat  Trust  Interest 

247,426 

3.2% 

294,426 

3.3% 

247,426 

2.8% 

02559  Mule  Deer  Auction 

- 

- 

6,000 

0.1% 

6,000 

0.1% 

02560  Elk  Auction 

- 

- 

16,000 

0.2% 

16,000 

0.2% 

03097  Fedl  Fish(W/B)  Wildlife(P/R) 

3,572,839 

46.2% 

3,886,939 

43.3% 

3,886,527 

43.5% 

03403  Misc.  Federal  Funds 

72,858 

0.9% 

504,599 

5.6% 

505,170 

5.7% 

03404  Overhead 

62,886 

0.8% 

63,390 

0.7% 

63.390 

0.7% 

Grand  Total 

$  7,736,770 

100.0% 

$8,983,773 

100.0% 

$  8,936,463 

100.0% 

The  Wildlife  Division  state  special  revenue  consists  primarily  of  hunting  and  fishing  license  revenue  from  the  general 
license  account.  Earmarked  fees  support  all  of  the  Upland  Game  Bird  Habitat  Enhancement  Program  and  the  Wildlife 
Habitat  Program  operations.  Other  specialized  programs  are  funded  by  revenue  from  the  waterfowl  stamp  and  auction 
receipts.  Federal  funding  consists  of  Pittman-Robertson  funds  that  require  a  25  percent  non-federal  match  that  is 
typically  met  with  funds  from  the  general  license  account. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  made  by  the  legislature. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Legislative  decisions 
on  these  items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the 
narrative  descriptions. 


Present  Law  Adjustments 

General 
FTE                  Fund 

nl  9006   -   



Fiscal  2007 

State 
Special 

Federal 

Special 

Total 
Funds 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

Personal  Services 
Vacancy  Savings 
Inflalion/Deflalion 

442,276 

(211,135) 

(1.547) 

442,085 

(211,131) 

(1.525) 

Total  Statewide  Present  L«w  Adjustments 

$229,594 

$229,429 

DP  501  -  Elk,  Moose,  and  Mule  Deer  Auctions 

0.00                      0 
DP  502  -  Enhanced  Wildlife  Surveys 

1.00                      0 
DP  507  -  Increase  for  Migratory  Bird  Program  Funds 

0.00                      0 
DP  510  -  Internal  Service  Rate  Adjustment 

0.00                      0 

27,750 

125,000 

26,388 

13.188 

0 

125,000 

0 

12,174 

27,750 

250,000 

26,388 

25,362 

0.00 
1.00 
0.00 
0.00 

0 
0 
0 
0 

27,750 

125,000 

26,388 

13,188 

0 

125,000 

0 

12,174 

27,750 

250,000 

26,388 

25.362 

Total  Other  Present  Law  Adjustments 

1.00                     SO 

$192326 

$137,174 

$329,500 

1.00 

$0 

$192326 

$137,174 

$329300 

Grand  Total  All  Present  Law  Adjustments 

$559,094 

$558,929 
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_The  executive  budget  includes  a  request  to  hire  a  conservation 


organization  to  auction  elk,  moose  and  mule  deer  licenses.  Accounting  standards  require  the  department  to  record  the  10 
percent  commission  earned  from  the  sale  of  licenses  as  expenditures  in  accounting  records. 

DP  502  -  Enhanced  Wildlife  Surveys  -  The  executive  is  requesting  additional  authority  for  an  increase  in  operational 
costs  for  completing  statutorily  required  wildlife  surveys.  The  proposal  adds  1 .00  new  FTE  to  provide  pilot  services  to 
conduct  aerial  surveys  to  maximize  aircraft  utilization.  This  activity  is  used  to  determine  game  animal  population  and  the 
appropriate  number  of  elk,  deer,  and  antelope  that  can  be  viably  sustained. 


LID 

ISSUE 


The  department  is  required  by  statute  to  publish  an  annual  game  count  and  determine  sustainable  game 
populations  on  a  biennial  basis.  Funding  would  be  utilized  for  department  aircraft  rental,  private  aircraft 
rental,  and  pilot  services  to  address  issues  of  air  support  availability.  If  additional  ah-  support  becomes 
available,  the  survey  process  would  be  enhanced  in  terms  of  the  amount  of  information  gathered  and  expanded  survey 
criteria  for  some  species.  Since  this  is  a  significant  expansion  to  the  survey  program,  the  legislature  may  wish  to  restrict 
funding  or  establish  fimding  as  one-time  only  to  determine  if  the  increase  availability  of  air  support  positively  impacted 
the  wildlife  survey  process.  This  outcome  could  be  determined  by  establishing  a  requirement  for  the  department  to  report 
on  the  progress  of  and  improvement  in  wildlife  surveys  to  the  Environmental  Quality  Council. 

The  state  special  revenue  portion  is  funded  from  the  general  license  account.  Please  see  the  agency-wide  issue  on  this 
account. 


DP  507  -  Increase  for  Migratory  Bird  Program  Funds  -  The  executive  is  seeking  an  increase  in  operational  expenses  for 
the  implementation  of  the  wetlands  program  under  the  Wetland  Legacy  Program.  The  Migratory  Bird  Stamp  revenue 
increased  because  of  the  increase  in  non-resident  fees  during  the  2001  legislative  session. 

DP  510  -  Internal  Service  Rate  Adjustment  -  The  executive  budget  includes  a  request  to  adjust  vehicle  travel  costs 
resulting  from  inflation  and  rate  increase  for  the  department's  internal  fleet  of  vehicles  and  aircraft.  The  additional 
revenue  generated  would  be  used  to  maintain  the  department's  fleet  and  to  replace  existing  vehicles  as  needed.  The 
requested  amount  represents  anticipated  usage  at  the  proposed  2007  rate. 


New  Proposals 

New  Proposals 

-Finral  2007    

General 

State 

Federal 

Total 

General 

Stale 

Federal 

Total 

Program                FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  503  -  Wildlife  Conflict  Specialist  Rl 

05               1.00                        0 

36,692 

0 

36,692 

1.00 

0 

36,595 

0 

36,595 

DP  504  -  Mountain  Lion  Research  OTO 

05               0.50                        0 

40,177 

120.540 

160,717 

0.50 

0 

40,167 

120,502 

160,669 

DP  505  -  Restore  Nongame  Wildlife  Funds-  Restricted 

05              0.00                        0 

43,500 

0 

43,500 

0.00 

0 

43,500 

0 

43,500 

DP  506  -  Equipment  OTO 

05              0.00                      0 

47,000 

0 

47,000 

0.00 

0 

0 

0 

0 

DP  508  -  Short  Term  Federal  Authority  OTO 

05              0.00                      0 

0 

400,000 

400,000 

0.00 

0 

0 

400,000 

400,000 

Total               1.50                      $0 

$167,369 

$520,540 

$687,909 

1.50 

$0 

$120,262 

$520,502 

$640,764 

DP  503  -  Wildlife  Conflict  Specialist  Rl  -  The  executive  is  seeking  ftmding  for  1 .00  FTE  to  serve  as  a  wildlife  conflict 
specialist  in  Region  1,  Northwestern  Montana,  headquartered  in  Kalispell.  The  position  would  focus  on  black  bears, 
mountain  lions,  and  moose  living  in  the  urban/wild  land  interface.  This  position  was  approved  in  the  2003  legislature  as 
restricted,  one-time-only. 
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The  2003  Legislature  designated  this  decision  package  as  one-time  only.  The  wildlife  conflict  specialist  in 
Region  1  focused  on  addressing  bear/human  conflict  situations.  Activities  were  predominantly  done  in  two 
areas:  1)  providing  education  and  consultation  to  private  citizens  and  local  governments  in  reducing  bear 
attractants;  and  2)  providing  aversive  conditions  to  address  bears  that  have  already  made  a  positive  association  with 
people  or  their  dwellings.  During  the  2003  calendar  year,  educational  activities  included  bear  safety  and  fencing 
workshops  and  the  development,  production,  and  release  of  public  service  armouncements.  The  speciaUst  also  took 
1,145  bear  related  calls,  completed  267  site  visits,  and  handled  66  bear  incidents. 

The  specialist  also  provided  field  activities  including:  1)  testing  of  aversion  techniques  on  radio  collared  animals, 
trapped,  radio  collared  and  monitored  grizzlies  and  black  bears  as  part  of  on-going  studies;  2)  assisting  with  bear  DNA 
research  projects;  and  3)  assisting  with  grizzly  conflict  as  needed. 


DP  504  -  Mountain  Lion  Research  OTQ  -  The  executive  budget  includes  a  request  to  continue  mountain  lion  research. 
This  proposal  includes  the  continuation  of  0.5  FTE  to  assist  in  the  trapping  and  survey  operations  occurring  October 
through  March. 


LID 

issL'i: 


The  long  term  goal  of  the  mountain  lion  research  program  is  to  identify  accurate  and  efficient  ways  of 
monitoring  mountain  lion  populations.  A  total  of  ninety  lions  have  been  radio  collared  and  monitored  since 
1998.  Indirect  monitoring  techniques  include  observed  lion  tracks,  population  trends  in  prey  species, 
interviewing  houndsmen,  and  harvest  surveys  that  report  deer  hunter  observations  of  lion  while  hunting.  There  are 
approximately  four  years  left  to  complete  the  study.  This  long  term  study  will  provide  the  basis  for  implementation  of  a 
species  management  program. 

The  department  has  fianded  these  activities  through  one-time-only  expenditures  since  its  inception.  Therefore,  the 
agency  has  no  funding  in  its  ongoing  base.  The  issue  for  the  legislature  is  whether  the  lack  of  base  funding  could  deter 
implementation  of  the  study  once  it  is  completed.  Therefore,  the  legislature  may  wish  to  consider  making  this  funding  a 
part  of  the  ongoing  base  to  create  an  ongoing  species  management  function. 

For  a  discussion  on  federal  funding  and  the  general  license  account,  please  see  the  agency-wide  issues. 


DP  505  -  Restore  Nongame  Wildlife  Funds-  Restricted  -  The  Montana  state  tax  return  provides  residents  with  the 
opportunity  to  voluntarily  donate  funds  for  use  in  conserving  the  state's  non  game  wildlife.  The  executive  is  requesting 
funding  for  increased  operations.  These  funds  can  provide  1:1  or  1 :3  match  for  federal  funds. 


LID 
ISSLK 


The  2003  Legislature  provided  HB2  language  directing  the  use  of  the  non  game  wildlife  funds  to  specific 
activities  including: 

$13,000  in  FY  2004  and  $13,000  in  FY  2005  for  25  percent  of  a  native  species  specialist  position  in  Billings 

$5,000  in  FY  2004  to  support  publishing  the  sixth  edition  of  Montana  Bird  Distribution  and  an  updated  list  of 

Montana  bird  species 

$5,000  in  FY  2004  to  support  publishing  of  a  field  guide  to  reptiles  and  amphibians 

$5,000  in  FY  2004  and  $8,000  in  FY  2005  to  support  loon  conservation  efforts  in  northwestern  Montana 

$3,000  in  FY  2004  and  $5,000  in  FY  2005  to  promote  placement  and  maintenance  of  nesting  boxes  for  bluebirds 

and  other  species 

$6,000  in  FY  2004  and  $10,000  in  FY  2005  to  inventory  and  monitor  sensitive  wildlife  species 

$2,000  in  FY  2004  and  $3,000  in  FY  2005  to  study  statewide  raptor  survey  routes 
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Language  in  HB2  of  the  2003  session  directed  the  department  to  report  on  biennial  expenditures  of 
the  non-game  wildhfe  fund  to  the  Environmental  QuaUty  Council  (EQC)  prior  to  the  2005  legislative 

^ session.  The  council  traditionally  concludes  its  business  by  the  end  of  September.  The  report  was  not 

delivered  to  the  EQC  by  that  time.  The  department  states  that  it  will  be  available  January  1,  2005.  Since  the  2003 
Legislature  designated  this  funding  as  restricted,  one-time  only,  the  legislature  may  wish  to  review  this  report  prior  to 
acting  on  this  decision  package. 

At  the  end  of  FY  2004  the  fund  balance  was  $80,465.  In  FY  2004,  revenue  from  the  non-game  wildlife  check  was 
$26,604,  and  expenditures  were  $  31,542.  If  expenses  continue  to  exceed  revenues,  the  fund  balance  would  be  $38,243 
at  the  end  of  the  2007  biennium.  The  balance  is  attributable  to  lack  of  expenditures  in  past  years  due  to  the  retirement  of 
the  non-game  coordinator.  This  adjustment  would  allow  the  department  to  re-establish  the  program  as  part  of  base 
expenditures.  The  legislature  may  wish  to  review  the  long-term  plan  for  the  use  of  these  funds  to  expend  down  the 
balance  and  prioritize  the  expenditures 


DP  506  -  Equipment  OTO  -  The  executive  is  seeking  a  present  law  adjustment  for  additional  equipment  authority.  This 
one  time  funding  would  be  utilized  to  purchase  a  sixty  horsepower  utility  tractor  with  loader  and  cab  to  replace  the  1970 
tractor  currently  being  utilized  for  maintenance  in  Wildlife  Management  Areas  in  Region  4,  North  Central  Montana, 
headquartered  in  Great  Falls.  This  purchase  would  be  made  in  FY  2006. 

DP  508  -  Short  Term  Federal  Authority  OTO  -  The  executive  is  requesting  $400,000  per  fiscal  year  in  short-term 
contract  authority  for  projects  using  federal  funding. 


LFD 
ISSUE 


According  to  LFD  records,  during  FY  2004  the  department  submitted  nineteen  budget  amendments  for  the 
Wildlife  Division  totaling  $2.6  million.  Please  see  the  agency-wide  issue  on  legislative  contract  authority 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

97.26 

5.50 

0.00 

102.76 

5.50 

0.00 

102.76 

102.76 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 
Transfers 

3.638,192 

1.666,096 

448,452 

380,782 

89,317 

173,366 

955,586 

(407) 

88,787 

90,700 

0 
35,000 
0 
0 
0 

3,811,558 

2,656,682 

448,045 

469,569 

180,017 

175,305 

956,021 

(357,407) 

88,787 

90,700 

0 
35,000 
0 
0 
0 

3,813,497 

2,657,117 

91,045 

469,569 

180,017 

7,625,055 

5,313,799 
539,090 
939,138 
360,034 

Total  Costs 

$6,222,839 

$1,308,032 

$35,000 

$7,565,871 

$953,406 

$35,000 

$7,211,245 

$14,777,116 

State/Other  Special 
Federal  Special 

5,878,656 
344,183 

1,280,471 
27,561 

0 
35,000 

7,159,127 
406.744 

925,845 

27,561 

0 
35,000 

6,804,501 
406,744 

13.963,628 
813,488 

Total  Funds 

$6,222,839 

$1308,032 

$35,000 

$7,565,871 

$953,406 

$35,000 

$7,211,245 

$14,777,116 

Program  Description 

The  Parks  Division  is  responsible  for  conserving  the  scenic,  historic,  archaeological,  scientific,  and  recreational 
resources  of  the  state,  and  for  providing  for  their  use  and  enjoyment.  The  program  includes  42  parks,  12  affiliated  lands 
such  as  rifle  ranges  and  recreation  sites  managed  by  local  and  federal  agencies,  and  320  fishing  access  sites.  Other 
programs  administered  by  the  division  include  motorized  and  non-motorized  trail  grants,  local  government  recreation 
grants,  and  state  Capitol  Complex  grounds  maintenance. 

Program  Highlights 


Parks  Division 
Major  Program  Highlights 


The  executive  budget  requests  $1.8  million  to  adjust  for  the 
implementation  of  the  $3.50  vehicle  registration  fee  for  state  parks 
operations  and  maintenance,  and  $40,000  for  the  $0.25  vehicle 
registration  fee  for  fishing  access  sites 

An  increase  of  two  cents  per  square  foot  is  being  sought  for  the  capitol 
grounds  program. 


Major  LFD  Issues 


The  executive  is  requesting  legislative  contract  authority  for  parks 
projects  related  to  the  management  of  the  Smith  River 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommend  by 

the  Governor. 


Program  Funding  Table 

Parks  Division 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Propram  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

02213  Off  Highway  Vehicle  Gas  Tax 

$      28,203 

0.5% 

$      28,203 

0.4% 

$      28,203 

0.4% 

02239  Off  Hwy  Vehicle  Acct  (Parks) 

26,073 

0.4% 

26,073 

0.3% 

26,073 

0.4% 

02331  Motorboat  Certification-Parks 

21,435 

0.3% 

21,435 

0.3% 

21,435 

0.3% 

02332  Snowmobile  Registration-Parks 

186,550 

3.0% 

80,000 

1.1% 

80,000 

1.1% 

02333  Fishing  Access  Site  Maint 

124,506 

2.0% 

174,506 

2.3% 

174,506 

2.4% 

02407  Snowmobile  Fuel  Tax 

648,164 

10.4% 

890,989 

11.8% 

534,681 

7.4% 

02408  Coal  Tax  Trust  Account 

997,832 

16.0% 

832,000 

11.0% 

832,000 

11.5% 

02409  General  License 

948,362 

15.2% 

990,265 

13.1% 

990,265 

13.7% 

0241 1  State  Parks  Miscellaneous 

1,918,132 

30.8% 

2,728,144 

36.1% 

2,729,977 

37.9% 

02412  Motorboat  Fuel  Tax 

919,134 

14.8% 

1,200,000 

15.9% 

1,200,000 

16.6% 

02558  Fas  -  Vehicle  Registration 

60,265 

1.0% 

187,512 

2.5% 

187,361 

2.6% 

03097  Fedl  Fish(W/B)  Wildlife(P/R) 

235,572 

3.8% 

255,572 

3.4% 

255,572 

3.5% 

03403  Misc.  Federal  Funds 

- 

- 

35,000 

0.5% 

35,000 

0.5% 

03404  Overhead 

108,611 

1.7% 

116,172 

1.5% 

116,172 

1.6% 

Grand  Total 

$  6,222,839 

100.0% 

$7,565,871 

100.0% 

$7,211,245 

100.0% 

The  largest  revenue  source  is  the  $4.00  registration  fee  per  vehicle  charged  in  lieu  of  resident  day  use  fees  at  state  park 
sites,  followed  by  motorboat  fuel  taxes,  parks  coal  tax  trust  earnings,  the  general  license  account,  snowmobile  fuel  taxes, 
fishing  access  maintenance  and  acquisition  fee  revenues,  snowmobile  registration  fees,  and  off-highway  vehicle 
registration  fees. 

The  registration  fee  is  allocated  as  follows: 

•  $3.50  for  park  operations  and  maintenance 

•  $0.25  for  fishing  access  site  maintenance 

•  $0.25  for  support  of  Virginia  City  and  Nevada  City,  which  is  transferred  to  the  Department  of  Commerce 

The  division  receives  the  following  allocations  of  the  gasoline  dealer's  license  taxes: 

•  Nine-tenths  of  one  percent  for  maintenance  of  parks  with  motorboat  use 

•  One-eighth  of  one  percent  for  off-highway  vehicle  safety,  repair  of  off-highway  vehicle  damage,  and  facility 
development 

•  Fifteen-twenty-eighths  of  one  percent  for  snowmobile  safety,  facility  development,  enforcement  and  control  of 
noxious  weeds. 

Of  the  coal  severance  tax  revenues,  1.27  percent  is  deposited  into  a  non-expendable  trust,  with  the  interest  from  the  trust 
allocated  for  maintenance  at  state  parks  and  historic  sites. 

The  general  license  account  and  earmarked  fishing  fees  are  used  to  maintain  fishing  access  sites. 

Federal  funding  sources  include  Wallop-Breaux,  National  Recreational  Trails,  the  Land  and  Water  Conservation  fund, 
and  miscellaneous  federal  revenues.  These  federal  funding  sources  require  a  match  of  20  to  50  percent. 

The  department  receives  6.5  percent  of  the  accommodation  tax  collections  for  the  maintenance  of  state  parks.  However, 
since  the  money  is  appropriated  through  statute,  it  is  not  included  in  HB2. 

Capitol  grounds  maintenance  is  paid  through  a  proprietary  account  and  rate  charges  are  based  on  the  amount  of  office 
space  occupied  in  the  capitol  complex.  The  legislature  does  not  appropriate  these  fimds,  but  does  approve  the  rate. 
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The  2003  legislature  removed  all  general  fixnd  authority  from  the  Parks  Division. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  made  by  the  legislature. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Legislative  decisions 
on  these  items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the 
narrative  descriptions. 


Present  Law  Adjustments 

_  Fiscfi  '"i'^'' 

pic^ai  inm 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

139,232 

141,480 

Vacancy  Savings 

(151,095) 

(151,186) 

Inflation/Deflation 

(307) 

148 

Total  Statewide  Present  Law  Adjustments 

($12,170) 

($9,558) 

DP  601  -  Equipment  Reduction 

0.00                      0 

(24,607) 

0 

(24,607) 

0.00 

0 

(24,607) 

0 

(24,607) 

DP  602  -  Restore  Land  &  Water  Conservation  Program  Funds 

0.00                        0 

0 

7,561 

7,561 

0.00 

0 

0 

7,561 

7,561 

DP  604  -  Restore  Park  Field  Maintenance  &  Operations 

2.50                        0 

917,422 

0 

917,422 

2.50 

0 

917,335 

0 

917,335 

DP  605  -  FAS  Base  Maintenance  and  Operations 

3.00                        0 

216,871 

20,000 

236,871 

3.00 

0 

216,720 

20,000 

236,720 

DP  606  -  Community  Service 

0.00                        0 

38,000 

0 

38,000 

0.00 

0 

38,000 

0 

38,000 

DP  607  -  Snowmobile  Groomer  Replacement  -  Biennial 

0.00                      0 

24,200 

0 

24,200 

0.00 

0 

(332,800) 

0 

(332,800) 

DP  608  -  Snowmobile  Grants  &  Operations 

0.00                      0 

107,349 

0 

107,349 

0.00 

0 

107,349 

0 

107,349 

DP  610  -  Internal  Service  Rate  Adjustment 

0.00                      0 

13,406 

0 

13,406 

0.00 

0 

13,406 

0 

13,406 

Total  Other  Present  Law  Adjustments 

5.50                     $0 

$1,292,641 

$27,561 

$1320,202 

5.50 

$0 

$935,403 

$27,561 

$962,964 

Grand  Total  All  Present  Law  Adjustments 

$1,308,032 

$953,406 

DP  601  -  Equipment  Reduction  -  The  executive  is  requesting  a  reduction  in  equipment  authority  to  remove  $24,607  from 
the  base  budget,  as  a  one-time  mower  purchase  was  made  in  FY  2004. 

DP  602  -  Restore  Land  &  Water  Conservation  Program  Funds  -  The  executive  is  requesting  a  base  adjustment  of  federal 
authority  to  administer  the  land  and  water  community  grants  program.  The  Land  and  Water  Conservation  Fund  (LWCF) 
passes  federal  monies  to  local  communities  through  the  Parks  Division  budget  to  build  ball  fields,  parks,  playgrounds, 
and  trails.  The  administration  portion  of  this  program  includes  communications,  grant  application  guidance,  grant 
tracking  and  record  keeping,  completed  project  review  and  site  inspections. 

DP  604  -  Restore  Park  Field  Maintenance  &  Operations  -  The  executive  is  requesting  a  base  adjustment  to  annualize  the 
optional  $3.50  fee  on  vehicle  registrations  to  fiind  state  park  operations  and  maintenance.  The  fee  took  affect  January  1, 
2004,  halfway  through  a  fiscal  year,  subsequently  base  year  expenditures  only  reflect  half  of  a  fiscal  year  value.  This  fee 
funds  park  operations  and  maintenance  such  as  weed  control,  latrine  pumping,  fencing,  roof  repair,  historic  building 
preservation,  interpretation,  road  repairs,  major  maintenance,  and  preparation  for  the  Lewis  and  Clark  Bicentennial. 
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To  address  revenue  shortfalls  in  the  state  park  system,  the  2003  Legislature  passed  SB  336  to  establish 
an  optional  $4.00  vehicle  license  fee,  of  which  $3.50  replaced  resident  entrance  fees  at  Montana  state 

parks.  This  revenue  source  was  designed  to  compensate  for  the  lost  day  use  fees,  passport  sales,  and 

elimination  of  general  fund  from  the  parks  program,  and  provide  new  revenues.  The  fee  became  effective  on  January  1, 
2004,  halfway  through  FY  2004.  In  FY  2004,  the  fee  generated  $1.3  million,  which  was  offset  by  $0.6  million  in  lost 
revenues  resulting  in  new  revenue  to  the  department  of  $0.7  million.  The  first  full  year  impact  of  the  funding  switch  will 
occur  in  FY  2005.  The  estimated  FY  2005  fee  revenue  is  $  2.7  million,  with  offsets  of  $  0.9  million,  resulting  in  $1.8 
million  in  new  revenue  to  the  department. 

The  proposed  adjustment  would  provide  the  funds  to  increase  maintenance  and  repair  activities  and  aimualize  the 
transfer  of  $0.25  to  the  Department  of  Commerce  for  the  support  of  Virginia  City  and  Nevada  City.  The  proposal  does 
not  include  a  prioritization  of  these  activities. 

The  department  retains  some  of  the  revenue  in  the  fund  to  transfer  to  the  capital  building  program.  These  funds  provide  a 
source  of  revenue  to  fund  projects  that  are  greater  than  normal  repair  and  maintenance,  and  would  include  such  items  as 
install  or  replacement  of  latrines,  shelters,  and  boat  ramps.  For  FY  2006  revenue  for  the  fund  is  estimated  at  $4.2  million, 
of  which  the  department  proposes  to  transfer  $2.1  million  to  the  capital  building  program. 


DP  605  -  FAS  Base  Maintenance  and  Operations  -  The  executive  is  requesting  a  base  adjustment  to  annualize  the 
optional  $0.25  fee  on  vehicle  registrations  to  fimd  fishing  access  site  operations  and  maintenance.  The  fee  took  affect 
January  1,  2004,  halfway  through  a  fiscal  year.  Subsequently,  base  year  expenditures  only  reflect  half  of  a  fiscal  year 
value.  These  funds  provide  for  base  maintenance  tasks  such  as  weed  control,  boat  ramp  repair,  painting,  fencing, 
pumping  latrines,  grading  roads,  improving  signs,  and  repairing  vandalism.  FTE  associated  with  this  request  are 
seasonal  maintenance  help  and  enforcement  staff. 


The  fishing  access  site  (FAS)  program  is  supported  through  $0.25  of  the  $4.00  vehicle  registration  fee, 
a  portion  of  fishing  license  sales,  and  federal  Wallup-Breaux  fimds.    The  proposal  would  provide 
increased  funding  for  maintenance  and  operations  as  well  as  seasonal  staff  for  the  FAS  program  to 
account  for  increased  utilization  of  FAS  sites. 


LFD 
COMMENT 


The  adjustment  is  funded  with  $  39,624  of  general  license  revenue  in  both  years  of  the  biennium.  Please  see  the  agency- 
wide  issue  on  the  general  license  account. 


DP  606  -  Community  Service  -  The  division  created  modified  level  FTE  in  FY  1 994  to  staff  parks  to  meet  unplanned 
needs  in  supervising  Montana  Conservation  Corps,  volunteer  groups  and  Aspen  Youth  Alternative  crews.  Volunteer  and 
youth  groups  are  used  to  complete  special  projects  in  place  of  regular  maintenance  crews  and  park  staff  These  park 
projects  involve  cave  cleaning  at  Lewis  and  Clark  Caverns,  park  cleanup  day  at  Bannack,  trail  maintenance  at 
Makoshika,  and  other  projects.  The  executive  is  requesting  the  restoration  of  authority  as  the  expenditures  were  for 
modified  level  FTEs,  and  were  not  reflected  in  the  division's  base  budget. 

DP  607  -  Snowmobile  Groomer  Replacement  -  Biennial  -  The  executive  requests  an  increase  for  snowmobile  groomer 
equipment  to  keep  pace  with  the  rising  cost  of  equipment.  Local  snowmobile  clubs  use  grants  distributed  by  the 
department  to  purchase  snowmobile  grooming  equipment.  This  request  increases  base  expenditures  by  $24,200  to 
$357,000  and  is  fiinded  by  snowmobile  gasoline  taxes. 

DP  608  -  Snowmobile  Grants  &  Operations  -  The  executive  requests  restoration  of  funding  for  the  maintenance  of 
snowmobile  trails  by  local  snowmobile  clubs  statewide.  Local  snowmobile  clubs  use  grants  distributed  by  the 
department  to  groom  snowmobile  trails  and  to  maintain  snowmobile  grooming  equipment.  Funds  also  go  to  raise 
avalanche  awareness  and  improve  backcountry  safety.  Funding  for  this  base  budget  restoration  comes  in  part  from 
registration  fees  paid  by  non-resident  snowmobilers  who  snowmobile  in  Montana.  The  department  states  that 
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expenditures  were  depressed  in  FY  2004,  due  to  rulings  governing  snowmobile  use  in  Yellowstone  National  Park  issued 
after  the  close  of  the  2003  Legislature. 

DP  610  -  Internal  Service  Rate  Adjustment  -  The  executive  budget  includes  a  request  to  adjust  vehicle  travel  costs 
resulting  from  inflation  and  a  rate  increase  for  the  department's  internal  fleet  of  vehicles  and  aircraft.  The  additional 
revenue  generated  would  be  used  to  maintain  the  department's  fleet  and  to  replace  existing  vehicles  as  needed.  The 
requested  amount  represents  anticipated  usage  at  the  proposed  2007  rate. 


New  Proposals 

New  Proposals 

General 
Program                F 1 1                  Fund 

Fiscal  2006   -    

FTE 

General 

Fund 

-Fiscal  2007 

State 
Special 

Federal 
Special 

Total 

Funds 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  603  -  Short  Term  Federal  Authority  OTO 

06               0.00                        0 

Total              0.00                     $0 

0 
$0 

35,000 
$35,000 

35,000 
$35,000 

0.00 
0.00 

0 
$0 

0 
$0 

35,000 
$35,000 

35,000 
$35,000 

DP  603  -  Short  Term  Federal  Authority  OTO  -  The  executive  is  requesting  $35,000  per  fiscal  year  in  short-term  contract 
authority  for  projects  using  federal  ftmding.  FWP  expects  a  contract  with  the  USFS  for  operation  of  the  Smith  River  sites 
in  FY  2006  and  2007.  Additionally,  the  division  anticipates  agreements  with  the  BLM  for  management  of  the  Blackfoot 
River  corridor  and  with  the  National  Park  Service.  This  authority  would  be  used  statewide  as  other  federal  partnerships 
become  available  for  cooperative  efforts  such  as  Lewis  &  Clark  projects. 


un 

ISSUE 


During  FY  2004  the  department  did  not  submit  any  budget  amendments  for  the  Parks  Division.  The  one-time 
short  term  federal  authority  provided  by  the  2003  Legislature  was  to  allow  the  department  to  transition  to 
utilizing  the  budget  amendment  process.    Please  see  the  agency-wide  issue  on  legislative  contract  authority. 


Proprietary  Rates 

Proprietary  Program  Description 

There  are  two  main  proprietary  funds  within  the  Parks  Division:  1)  Capitol  Grounds;  and  2)  the  Enterprise  Fund. 

Capitol  Grounds  Maintenance 

The  Parks  Division  is  responsible  for  the  state  Capitol  Complex  Grounds  Maintenance  Program.  The  department  funds 
the  program  through  the  capitol  grounds  proprietary  account  (fiind  06541).  Indirect  costs  are  recovered  through 
assessment  of  an  indirect  cost  rate  on  actual  program  expenditures  of  the  previous  period.  The  total  annual  cost  of  the 
capitol  grounds  maintenance  program  is  allocated  to  state  agencies  based  on  each  agency's  share  of  the  total  square 
footage  of  office  space  on  the  capitol  complex,  which  is  rented  fi^om  Department  of  Administration,  General  Services 
Division. 

Enterprise  Fund 

23-1-105  (5)  MCA  authorized  the  Parks  Division  to  establish  an  enterprise  ftmd  (fund  06068)  for  the  purpose  of 
managing  state  park  visitor  services  revenue.  The  fund  is  used  by  the  department  to  provide  inventory  through  purchase, 
production,  or  donation  and  for  the  sale  of  educational,  commemorative,  and  interpretive  merchandise  and  other  related 
goods  and  services  at  department  sites  and  facilities.  The  fiind  was  established  primarily  to  better  manage  parks  visitor 
centers  that  sell  books  at  parks  like  Ulm  Pishkun,  Makoshika,  and  Chief  Plenty  Coups  as  well  as  parks  that  sell  items  like 
firewood.  Monies  generated  go  back  into  the  purchase  of  inventory  and  also  the  improvement  of  visitor  services  in  state 
parks  and  the  department  overall.  In  FY  2004  this  fund  accounted  for  the  following  monies:  $78,374  of  earned  revenue, 
$54,206  of  expenditures  and  a  fiind  balance  in  the  amount  of  $40,588. 
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Proprietary  Revenues  and  Expenses 

Grounds  Maintenance 

There  are  no  changes  proposed  in  the  provision  of  services.  An  increase  of  $0.02  cents  per  square  foot  is  proposed  for 
the  2007  biennium.  On  an  annual  basis,  revenues  and  expenses  are  reviewed  to  ensure  costs  are  commensurate  with  the 
fees  charged  agencies.  Cash  balances  are  affected  by  building  occupancy  rates,  weather  severity,  and  demand  for 
services.  Accumulated  cash  balances  from  previous  periods  are  used  to  calculate  rates  for  ftiture  periods.  A  total  of  6.06 
FTE  are  ftinded  in  this  program. 

The  60-day  working  capital  requirement  provides  sufficient  cash  to  fund  on-going  operations  of  the  program.  On  a 
biennial  basis,  program  costs  are  reviewed  to  ensure  fees  charged  to  agencies  are  commensurate  with  program  costs. 
Each  biennium,  the  account  is  analyzed  to  determine  if  ending  cash  balances  are  long  or  short  relative  to  program 
working  capital  requirements.  Calculation  of  rates  for  future  periods  can  be  affected  by  ending  cash  balances. 

Agencies  are  billed  quarterly  for  grounds  maintenance  and  snow  removal.  Cash  balances  fluctuate  during  the  year 
relative  to  the  season  and  weather  conditions.  Generally,  cash  balances  are  lowest  in  the  first  and  last  quarter  of  each 
fiscal  year,  during  the  busy  summer  months  of  lawn  and  landscape  maintenance  and  during  the  start  up  season  in  the 
spring.  During  years  of  heavy  and  or  frequent  snowfall,  cash  balances  can  become  low  in  the  second  and  third  quarters. 

Enterprise  Fund 

Revenues  are  generated  by  the  sales  of  merchandise  at  park  visitor  centers  and  regional  offices.  The  expenses  associated 
with  the  enterprise  fund  include  office  supplies,  merchandising  materials,  and  the  purchase  of  inventory  to  replenish 
stock.  As  the  program  develops,  the  60-day  working  capital  requirement  would  provide  sufficient  cash  to  fund  on-going 
operations  of  the  program.  The  cash  balances  are  highest  in  the  winter  after  the  parks  season  ends  and  lowest  in  the 
spring  when  stock  is  replenished. 

Proprietary  Rate  Explanation 

Grounds  Maintenance 

Capitol  grounds  unit  of  service  is  the  grounds  maintenance  and  snow  removal  on  the  capitol  complex.  The  unit  price  is 
the  total  annual  revenue  of  the  program  divided  by  the  total  square  footage  of  rented  office  space  on  the  capitol  complex. 
Square  footage  of  rented  office  space  on  the  capitol  complex  for  the  2007  biennium  is  provided  by  General  Services 
Division  and  used  in  these  calculations.  The  summary  of  costs  billed  to  agencies  and  per  unit  costs  for  FY  1 998  -  FY 
2005  are  as  follows: 


Figures 
Grounds  Maintenance  Program 

FY  00 

FY  01           FY  02          FY  03           FY  04 

FY  05 

FY  06 

FY  07 

Revenue 

Per  Sq.  Ft.  Charge 

$296,112 
0.3446 

$278,710      $332,634     $309,320     $319,345 
0.3446         0.3696         0.3696         0.3696 

$317,473 
0.3696 

$334,652 
0.3896 

$334,652 
0.3896 

An  increase  in  the  rate  of  $.02  cents  for  the  2007  biennium  is  proposed. 

Enterprise  Fund 

The  enterprise  fund  applies  a  markup  rate  of  no  less  that  40  percent  on  goods  purchased  for  resale  to  ensure  sufficient 
revenues  to  replenish  stock. 
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The  rate  increase  would  provide  the  program  with  an  additional  $17,179  in  revenues  each  year  of 
the  biennium.  The  increase  would  provide  the  funds  to  recover  the  projected  operating  loss  in  FY 
2005  and  provide  sufficient  cash  for  60  days  of  operatmg  expenses. 

The  State  Administration  and  Veterans'  Affairs  Interim  Committee  is  requesting  legislation  to  transfer  authority  for 
capitol  grounds  to  Department  of  Administration.  The  Department  of  Administration  handles  all  complex  maintenance, 
except  the  grounds  program. 


2007  Biennium 

Report  on  Internal  Service  and  Enterprise  Funds  2007 

Budgeted 
FY07 

Fund                     Fund  Name 
6541            Grounds  Maintenance 

Agency  #               Agency  Name 
5201               Fish  Wildlife  &  Parks 

='rogram  Name 
Parks  Division 

Actual              Actual 
FY02                  FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

Operating  Revenues: 

Fee  revenue 
Grounds  Maintenance  Fee 

Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Ottier  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contnbuled  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Penod  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

317,413 

334,652 

334.652 

332,620              309,318 
14                           2 

323.111 
8 

317,413 

334,652 

334.652 

332.634                309,320 

155,160                165,341 
152.821               136.123 

323.119 

171.196 
129,135 

317,413 

188,849 
150.161 

334.652 

186.103 
138.624 

334.652 

186.154 
138.846 

307.981                301.464 
24,653                    7,856 

300,331 
22,788 

339,010 
(21,597) 

324.727 
9,925 

325.000 
9.652 

24.653                  7,856 
(1.422) 

22,788 

(21.597) 

9,925 

9.652 

24.653                   6.434 

63.707                 92.947 
(51.800) 
4.587 
68.294                 41,147 

22.788 
47.581 

47.581 

(21.597) 
70.369 

70.369 

9,925 
48.832 

48.832 

9.652 
58.757 

58.757 

92,947                  47,581 

70,369 

48,772 

58,757 

68,409 

60  days  of 
(Total  C 

expenses 

Operating  Expenses  divided  by  6) 

51,330                 50,244 

50.055 

56,502 

54,121 

54.167 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 

of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

24.89 

0.00 

1.16 

26.05 

0.00 

1.16 

26.05 

26.05 

Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 
Grants 

1,252,129 

1,261,359 

6,900 

0 

146,236 

61,978 

19,780 

0 

0 

0 

31,393 

25,764 

0 

0 

0 

1,345,500 

1,306,903 

6,900 

0 

146,236 

62,297 

(145) 

0 

0 

(146,236) 

31,353 

77,292 

0 

0 

0 

1,345,779 

1,338,506 

6,900 

0 

0 

2,691,279 

2,645,409 

13,800 

0 

146,236 

Total  Costs 

$2,666,624 

$81,758 

$57,157 

$2,805,539 

($84,084) 

$108,645 

$2,691,185 

$5,496,724 

State/Other  Special 
Federal  Special 

1,933.336 

733,288 

96,425 
(14,667) 

57,157 
0 

2,086,918 
718,621 

(69,417) 
(14,667) 

108,645 
0 

1,972,564 
718,621 

4,059,482 
1,437,242 

Total  Funds 

$2,666,624 

$81,758 

$57,157 

$2,805,539 

($84,084) 

$108,645 

$2,691,185 

$5,496,724 

Program  Description 

The  Conservation  Education  Division  coordinates  the  department's  information  and  education  programs.  This 
coordination  includes  the  distribution  of  public  information  through  news  releases;  audio-visual  materials;  brochures  and 
public  services  announcements;  production  of  hunting;  fishing  and  trapping  regulations  and  the  coordination  of  hunter, 
bow-hunter,  snowmobile,  boat,  off-highway  vehicle,  and  youth  education  and  safety  programs.  In  addition,  the  division 
manages  the  department's  wild  animal  rehabilitation  center,  the  Montana  Wildlife  Center. 

Program  Highlights 


Conservation  Education  Division 
Major  Program  Highlights 


The  executive  is  requesting  general  license  account  fimding  for  the 
operations   of  a  new  Nature  Education  Center  located  with  the 
Montana  Wildlife  Center 
Statewide  adjustments  dominate  the  remainder  of  the  increase 


Major  LFD  Issues 


The  operations  request  for  the  Nature  Education  Center 
expands  the  use  of  general  license  dollars 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommend  by 
the  Governor. 
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Program  Funding  Table 

Conservation  Education  Division 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

02328  Ohv  Gas  Tax  -  Con  Ed 

$        9,529 

0.4% 

$       11,529 

0.4% 

$       11,529 

0.4% 

02330  Snowmobile  Fuel  Tax-Con  Ed 

56,179 

2.1% 

59,494 

2.1% 

59,494 

2.2% 

02408  Coal  Tax  Trust  Account 

47,067 

1.8% 

47,067 

1.7% 

47,067 

1.7% 

02409  General  License 

1,820,561 

68.3% 

1,968,828 

70.2% 

1,854,474 

68.9% 

03097  Fedl  Fish(W/B)  Wildlife(P/R) 

636,716 

23.9% 

636,716 

22.7% 

636,716 

23.7% 

03403  Misc.  Federal  Funds 

46,624 

1.7% 

31,957 

1.1% 

31,957 

1.2% 

03404  Overhead 

3,702 

0.1% 

3,702 

0.1% 

3,702 

0.1% 

03408  State  Wildlife  Grants 

46.246 

1.7% 

46,246 

1.6% 

46,246 

1.7% 

Grand  Total 

$  2,666,624 

100.0% 

$2,805,539 

100.0% 

$2,691,185 

100.0% 

The  largest  funding  source  in  the  Conservation  Education  Division  is  the  general  license  account.  Other  state  special 
revenue  sources  are  interest  from  the  coal  tax  trust  account,  and  snowmobile  and  off-highway  fuel  taxes.  Fuel  taxes  are 
dedicated  revenue  sources  for  snowmobile  and  off  highway  vehicle  education  programs.  Federal  funds  are  primarily 
Pittman-Robertson  and  Wallop-Breaux  funds  derived  from  federal  excise  taxes  on  sporting  rifles,  ammunition,  and 
fishing  equipment,  and  require  a  25  percent  match  in  non-federal  ftmds. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  made  by  the  legislature. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Legislative  decisions 
on  these  items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the 
narrative  descriptions. 


Present  Law  Adjustments 

Fis. 

General 
FTE                  Fund 

cal  ^()0f,  -  

Fiscal  2007 

State 
Special 

Federal 
Special 



Total 
Funds 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
[•ixed  Costs 

116,733 

(54,755) 

(2,336) 

(1,000) 

117.064 

(54,767) 

(2.261) 

(1,000) 

Total  Statewide  Present  Law  Adjustments 

$58,642 

$59,036 

DP  802  -  Shooting  Range  Grants  Biennial 

0.00                      0 

DP  804  -  OHV  Information  &  Education 

0.00                      0 

DP  805  -  Snowmobile  Information  &  Education 
0.00                      0 

17,801 
2,000 
3,315 

0 
0 
0 

17,801 
2,000 
3,315 

0.00 
0.00 
0.00 

0 
0 
0 

(148,435) 
2,000 
3,315 

0 
0 
0 

(148.435) 
2.000 
3.315 

Total  Other  Present  Law  Adjustments 

0.00                     SO 

$23,116 

SO 

S23,n6 

0.00 

SO 

($143,120) 

so 

($143,120) 

Grand  Total  All  Present  Law  Adjustments 

$81,758 

($84,084) 

DP  802  -  Shooting  Range  Grants  Biennial  -  The  executive  budget  includes  a  request  to  continue  a  biennial  appropriation 
for  the  administration  of  the  shooting  range  grants  program.  Grants  are  provided  to  local  governments,  school  districts, 
private  shooting  clubs,  and  nonprofit  organizations,  and  require  a  fifty  percent  in-kind  or  cash  match.  Biennial  fianding 
authority  for  grants  has  varied  between  $120,000  and  $320,000.  Over  the  past  fourteen  years  81  grants  have  been 
provided  to  42  different  locations. 
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LFD 
ISSUE 


This  decision  package  provides  $166,000  in  biennial  authority  for  the  shooting  range  grant  program.  The 
program  is  supported  solely  by  the  general  license  account.  Please  see  the  agency-wide  issue  on  the  general 
license  account. 


DP  804  -  OHV  Information  &  Education  -  The  executive  requests  a  base  adjustment  for  off-highway  vehicle  (OHV)  fuel 
taxes  for  the  OVH  educational  programs,  as  printing  expenses  anticipated  in  FY  2004  were  not  incurred  due  to  delays  in 
production. 

DP  805  -  Snowmobile  Information  &  Education  -  The  executive  is  requesting  a  base  adjustment  for  snowmobile  fuel 
taxes,  as  requests  for  printed  trail  maps  were  less  than  anticipated  in  FY  2004.  Demand  is  anticipated  to  be  at  the 
previous  level  in  future  years. 


New  Proposals 

New  Proposals 

-Fiscal  '>0fl7    

Program               FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Kit 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  801 -The  Wildlife  Center 
08               1.16 

Tolal               1.16 

0 
$0 

57,157 
$57,157 

0 
$0 

57,157 
$57,157 

1.16 
1.16 

0 
$0 

108,645 
$108,645 

0 

$0 

108,645 
$108,645 

DP  801  -  The  Wildlife  Center  -  The  executive  is  requesting  funding  to  support  staffing  and  daily  operations  of  an 
education  center  to  be  located  at  the  Montana  Wildlife  Center  at  Spring  Meadow  Lake  State  Park  in  Helena.  The 
department  and  private  foundation  partners  are  developing  the  education  component  of  the  wildlife  center. 


LFD 
ISSUE 


The  Montana  Fish,  Wildlife  &  Parks  Foundation  has  formed  partnerships  with  the  Mikal  Kellner  Foundation 
for  Animals  and  the  USDA  Forest  Service  to  raise  funds  to  procure  the  land  and  build  the  Nature  Education 
Center.  The  new  center  will  offer  educational  opportunities,  such  as  interactive  interpretive  displays  and 
outdoor  classrooms  throughout  the  surrounding  nature  park.  The  center  is  slated  to  open  in  the  summer  of  2006.  The 
partners  do  not  provide  funding  for  on-going  support  of  the  center.  This  decision  package  provides  support  for  the 
educational  staff  and  center  operations. 

In  FY  2004,  $69,351  of  general  license  account  dollars  were  expended  in  support  of  the  center.  This  proposal  adds 
general  license  funding  for  1.16  FTE  and  operation  expenses  that  would  be  incorporated  into  the  department's  base 
budget. 

The  legislature  may  wish  to  consider  the  following  options: 

•  If  the  decision  package  is  approved,  establish  the  authority  as  one-time  only  to  establish  baseline  expenditures 
for  the  center 

•  Adjust  the  decision  package  and  direct  the  department  to  seek  operating  revenues  from  other  sources  such  as 
entrance  fees,  private  donations,  and  grants 

As  this  is  an  expansion  of  general  license  dollars,  please  see  the  agency-wide  issue  on  the  general  license  account. 


Dept  Of  Fish,  Wildlife  &  Parks 


C-44 


Conservation  Education  Div 


Dept  Of  Fish,  Wildlife  &  Parks 


09-Department  Management 


Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  flmding. 


Program  Proposed  Budgel 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budgel 

Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

55.97 

1.00 

1.50 

58.47 

1.00 

1.50 

58.47 

58.47 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 

2,718,390 

1.160,314 

14,063 

69,389 

86.851 

29,702 

0 

0 

58,956 

3,060,000 

0 

0 

2,864,197 

4,250.016 

14,063 

69,389 

84,269 

20,024 

0 

0 

58,834 

60,000 

0 

0 

2,861,493 

1,240,338 

14,063 

69.389 

5,725,690 

5,490,354 

28,126 

138,778 

Total  Costs 

$3,962,156 

$116,553 

$3,118,956 

$7,197,665 

$104,293 

$118,834 

$4,185,283 

$11382,948 

Slate/Other  Special 
Federal  Special 

2,794,776 
1.167,380 

247,602 
(131,049) 

318,956 
2,800,000 

3,361,334 
3,836,331 

260,611 
(156,318) 

118,834 
0 

3,174,221 
1,011,062 

6.535,555 
4.847.393 

Total  Funds 

$3,962,156 

$116353 

$3,118,956 

$7,197,665 

$104,293 

$118,834 

$4,185,283 

$11382,948 

Program  Description 

The  Department  Management  Division  is  responsible  for: 

1)  Overall  department  direction  regarding  policy,  planning,  program  development,  guidelines,  and  budgets 

2)  Serving  as  a  liaison  with  the  Governor's  Office  and  the  legislature 

3)  Interaction  with  the  Fish,  Wildlife  and  Parks  Commission 

4)  Decision-making  for  key  resource  activities  affecting  the  department 

5)  Supervision  of  the  seven  divisions  that  provide  program  development  and  staff  support 

6)  Supervision  of  the  seven  regional  offices  that  are  responsible  for  program  implementation 

7)  Legal  services  for  the  department 

8)  Serving  as  a  liaison  with  Montana's  Indian  tribes  and  with  other  state  and  federal  agencies 

Program  Highlights 


Department  Management  Division 
Major  Program  Highlights 


The  executive  is  seeking  authority  to  spend  $2.0  million  in  federal 
wildlife  grants 

A  request  to  add  river  recreation  management  staff  expends  $176,000 
over  the  biennium 


Major  LFD  Issues 


The  addition  of  river  recreation  staff  would  expand  the  use  of  the 
general  license  account 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommend  by 
the  Governor. 
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Program  Funding  Table 
Department  ManaRement 


Base 
FY  2004 


%  of  Base 
FY  2004 


Budget 
FY  2006 


%  of  Budget 
FY  2006 


Budget 
FY  2007 


%  of  Budget 
FY  2007 


02409  General  License 

03403  Misc.  Federal  Funds 

03404  Overhead 

03408  State  Wildlife  Grants 
Grand  Total 


$  2,794,776 

14,800 

1,152,580 

$3,962,156 


70.5% 

0.4% 

29.1% 


100.0% 


$3,361,334 

1,036,331 

2.800.000 

$7,197,665 


46.7%     $3,174,221 


14.4% 

38.9% 

100.0% 


,011,062 


$4,185,283 


75.8% 


24.2% 


100.0% 


The  Department  Management  Division  is  funded  from  the  general  Hcense  account  and  revenues  received  through 
applying  an  assessment  to  federal  grants  and  non-federal  account  to  recover  overhead  costs,  to  fund  services  provided  to 
other  divisions  within  the  department.  The  assessment  rate  for  the  2007  biennium  from  non-federal  sources  is  10.8 
percent  for  operations  and  3.5  percent  for  capital.  The  federal  rate  is  negotiated  on  an  annual  basis.  The  current  rate  for 
federal  flmds  is  17.8  percent. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  made  by  the  legislature. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Legislative  decisions 
on  these  items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the 
narrative  descriptions. 


Present  Law  Adjustments 

Fis 

General 



1 

General 

-iscal  2007    -    - 

State 

Federal 

Total 

State 

Federal 

Total 

FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

137,430 

134.891 

Vacancy  Savings 
Inflation/Deflation 

(114,236) 
4,727 

(114,130) 
3,089 

Fixed  Costs 

(25) 

(25) 

Total  Statewide  Present  Law  Adjustments 

$27,896 

$23,825 

DP  901  -  Commission  Expense 

0.00                      0 

16,000 

0 

16,000 

0.00 

0 

16,000 

0 

16,000 

DP  904  -  Statute  Book  Printing 

0.00                      0 

0 

0 

0 

0.00 

0 

(8,040) 

0 

(8,040) 

DP  910  -  Litigation  Expenses 

1.00                      0 

72,657 

0 

72,657 

1.00 

0 

72,508 

0 

72,508 

Total  Other  Present  Law  Adjustments 

1.00                      $0 

$88,657 

so 

$88,657 

1.00 

$0 

$80,468 

SO 

$80,468 

Grand  Total  All  Present  Law  Adjustments 

$116353 

$104,293 

DP  901  -  Commission  Expense  -  FWP  commissioners  are  compensated  for  their  travel  at  standard  per  diem  rates  and  are 
provided  an  honorarium  of  $50  per  day  for  participating  in  meetings  or  conducting  other  commission  business.  The 
executive  is  requesting  an  adjustment  to  restore  the  funding  for  this  expense  as  the  budget  system  excludes  all  per  diem 
and  honoraria  paid  to  the  commissioners. 

DP  904  -  Statute  Book  Printing  -  The  executive  is  requesting  an  adjustment  for  cyclic  printing  costs.  Following  each 
legislative  session,  the  department  prints  statute  books  to  inform  game  wardens,  other  staff,  and  the  public  of  relevant 
laws  pertaining  to  department  programs.  This  cost  of  approximately  $8,000  during  the  base  year  is  cyclic  and  therefore  is 
not  needed  during  the  second  year  of  the  biennium. 

DP  910  -  Litigation  Expenses  -  The  executive  is  requesting  an  adjustment  for  increasing  legal  expenses  and  personnel. 
The  increasing  workload  has  resulted  in  contracting  with  private  sector  attorneys  at  significantly  higher  costs  per  hour. 
In  addition,  court  costs  associated  with  litigation  have  exceeded  budgeted  amounts  for  each  of  the  past  2  years.    This 
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request  provides  funding  and  FTE  to  increase  the  half-time  attorney  and  paralegal  positions  to  full-time  and  payment  of 
increasing  court  costs. 


issui: 


The  proposal  adds  1.00  FTE  to  the  legal  staff  of  the  department.  Since  staff  is  being  added,  outsourcing  of 
work  to  private  sector  attorneys  should  be  reduced.  The  department  spent  $10,000  in  contract  legal  services  in 
FY  2004.  The  legislature  may  wish  to  eliminate  $10,000  associated  with  contract  legal  services. 


New  Proposals 


New  Proposals 


Program 


FTE 


Fiscal  2006 

General  State  Federal  Total 

Fund  Special  Special  Funds 


FTE 


General 
Fund 


-Fiscal  2007- 
State 
Special 


Federal 
Special 


Total 
Funds 


DP  902  -  Regional  Office  Equipment  -  OTO 

09  0.00  0 

DP  905  -  State  Wildlife  Grants  -  Biennial/OTO 
09  0.00  0 

DP  908  -  River  Recreation  Management 

09  1.50  0 


Total 


1.50 


$0 


30,000  0  30,000 

200,000  2,800,000  3,000,000 

88,956  0  88,956 

$318,956  $2,800,000  $3,11 8,956 


0.00 
0.00 
1.50 
1.50 


0 

0 

0 

$0 


30,000 

0 

88.834 

$118,834 


0 
0 
0 

$0 


30,000 

0 

88,834 

$118,834 


DP  902  -  Reeional  Office  Equipment  -  OTO  -  The  executive  is  requesting  authority  for  on-going  non-capital 
maintenance  and  office  equipment.  Funding  would  be  used  to  address  routine  building  maintenance  that  does  not  rise  to 
the  level  of  capital  expenditures  such  as  painting,  carpet,  plumbing  repairs,  rewiring  to  support  use  of  computer 
networks,  and  replacement  of  small  office  equipment,  such  as  FAX  machines,  desktop  photocopiers,  cash  registers, 
computers,  and  phone  systems.  The  2001  and  2003  legislatures  provided  a  similar  one-time  appropriation  for  this 
purpose. 

DP  905  -  State  Wildlife  Grants  -  Biennial/OTO  -  Congress  has  appropriated  approximately  $1.4  million  in  federal  ftinds 
each  year  since  2001  for  use  by  Montana  to  conserve  native  fish  and  wildlife  species.  These  funds  must  be  matched  1:1 
or  1:3,  depending  on  the  nature  of  the  project.  This  decision  package  requests  authority  to  spend  $2.8  million  in  federal 
funds  and  $200,000  in  general  license  dollars  during  the  next  biennium,  as  biennial  appropriations.  As  in  the  past  2 
biennia,  funds  would  be  used  for  a  broad  range  of  projects  to  conserve  and  enhance  populations  of  native  fish  and 
wildlife  species  and  to  reduce  the  potential  for  federal  listing  of  species. 


LFI) 

commi:nt 


hi  previous  years,  the  department  allocated  state  wildlife  grants  across  programs.  This  decision 
package  changes  the  approach  to  allocate  those  funds  through  the  Department  Management 
Division.  As  the  funds  become  available,  invitations  to  apply  for  project  grants  would  be  released  to 
interested  parties,  who  would  be  required  to  provide  the  necessary  financial  match.  The  general  license  dollars  provided 
in  the  decision  package  would  provide  match  for  those  state  wildlife  grant  fimds  retained  by  the  department.  The  US 
Fish  and  Wildlife  Service  dictates  the  types  of  projects  that  can  be  considered. 


DP  908  -  River  Recreation  Management  -  The  executive  is  requesting  general  license  account  funding  for  1 .50  FTE  to 
establish  a  full-time  recreation  manager  in  Region  3  to  address  social  conflict  and  river  access  issues  and  seasonal  river 
ranger  to  manage  river  recreational  issues  in  Region  2. 


LID 

issui: 


This  proposal  would  add  an  on  going  function  to  the  department  and  expand  the  use  of  general  license 
account  dollars.  Please  see  the  agency-wide  issue  on  the  general  license  account. 
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Dept.  Of  Environmental  Quality ^ 

Agency  Proposed  Budget 

The  following  table  summarizes  the  total  executive  budget  proposal  for  the  agency  by  year,  type  of  expenditure,  and 

source  of  funding. 


Agency  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 
Adjustment 

Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

355.03 

16.75 

2.75 

374.53 

16.75 

2.75 

374.53 

374.53 

Personal  Services 

Operating  Expenses 

Equipment 

Grants 

Benefits  &  Claims 

Transfers 

15,630,089 

24,154,345 

102,112 

1,457,581 

0 

0 

2,571,026 

37,752,198 

2,563 

316,599 

4,100,000 

0 

110,506 
5,214,609 
0 
0 
0 
0 

18311,621 

67,121,152 

104,675 

1,774,180 

4,100,000 

0 

2,547,629 

780,219 

2,563 

431,998 

0 

0 

1 10,208 
3,208,459 
0 
0 
0 
0 

18,287,926 

28,143,023 

104,675 

1,889,579 

0 

0 

36,599,547 

95,264,175 

209,350 

3,663,759 

4,100,000 

0 

Total  Costs 

$41,344,127 

$44,742386 

$5325,115 

$91,411,628 

$3,762,409 

$3318,667 

$48,425,203 

$139,836,831 

General  Fund 
State/Other  Special 
Federal  Special 

3,053,744 
17,829,392 
20,460,991 

1,075,753 

35,208,772 

8,457,861 

0 
2,731,525 
2,593,590 

4,129,497 
55,769,689 
31,512,442 

1,043,196 

(1,238,764) 

3,957,977 

0 
2,159,563 
1,159,104 

4,096,940 
18,750,191 
25,578,072 

8,226,437 
74,519,880 
57,090,514 

Total  Funds 

$41344,127 

$44,742386 

$5325,115 

$91,411,628 

$3,762,409 

$3318,667 

$48,425,203 

$139,836,831 

Agency  Description 

The  Department  of  Environmental  Quality  is  responsible  for  regulating  air  quality,  water  quality,  underground  storage 
tanks,  automobile  wrecking  facilities,  hazardous  waste  facilities,  solid  waste  management  systems,  and  mining 
operations;  and  for  siting  and  needs  analyses  of  large-scale  energy  facilities,  hi  addition,  the  department  is  the  lead 
agency  for  reclamation  and  clean-up  activities  related  to  the  federal  and  state  superfiind  programs,  leaking  underground 
storage  tanks,  and  regulation  and  permitting  of  mining  conducted  on  private,  state,  and  federal  lands. 

Agency  Highlights 


Department  of  Environmental  Quality 
Major  Budget  Highlights 


19.50  FTE  are  being  requested  to  address  increased  workload  due  to  a 

federal   district  court  order  on  TMDLs   and  increased  permitting 

workload 

Funding  for  operating  expenses  is  requested  due  to  vacancies  in  the 

base  year 

State  special  revenue  increases  primarily  due  to: 

•  $26.4  million  in  reclamation  forfeitures 

•  $5.5  million  in  bond  proceeds 

•  $4.1  million  of  orphan  share  funds 
Federal  funds  increase  primarily  due  to: 

•  $1 .4  million  for  superfund  multi-site  grant 

•  $1.5  million  of  superfund  performance  partnership  dollars 

•  $4.4  million  of  abandoned  mine  land  grants 
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Major  LFD  Issues 


DEQ    has    significant    issues    with    recruitment    and    retention    of 
employees 


Funding 

The  following  table  summarizes  funding  for  the  agency,  by  program  and  source,  as  recommended  by  the  Governor. 
Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 


Total  Agency  Funding 

2007  Biennium  Executive  Budget 

Agency  Program 

General  Fund       State  Spec. 

Fed  Spec. 

Grand  Total 

Total  % 

10  Central  Management  Program 

$       634,964     $    4,075,501 

$       304,741 

$       5,015,206 

4% 

20  Plan. Prevent.  &  Assist.Div. 

5,130,934          1,917,028 

20,814,088 

27,862,050 

20% 

30  Enforcement  Division 

801,664             503,573 

715,773 

2,021,010 

1% 

40  Remediation  Division 

13,543,374 

20,876,176 

34,419,550 

25% 

50  Permitting  &  Compliance  Div. 

1,658,875        53,293,347 

14,379,736 

69,331,958 

50% 

90  Petro  Tank  Release  Comp.  Board 
Grand  Total 

1.187.057 

_ 

1.187.057 
$    139,836,831 

100% 

$    8,226,437     $  74,519,880 

$  57,090,514 

The  department's  largest  source  of  funding  at  53.3  percent  is  state  special  revenue.  This  revenue  is  derived  from: 

•  Fees 

•  Fines 

•  Proceeds  from  the  sale  of  bonds 

•  Interest  from  the  resource  indemnity  trust. 

Federal  revenue  is  provided  through  the  US  Environmental  Protection  Agency  (EPA)  performance  partnership  grant,  the 
Superfund  program,  and  other  federal  grant  sources.  The  partnership  grant  is  a  block  grant  to  the  state  to  provide  funding 
for  work  for  which  EPA  traditionally  made  individual  grants.  Federal  grants  vary  in  match  requirements.  Wetland  grants 
require  25  percent  match,  drinking  water  capital  improvement  requires  20  percent  match,  and  non  point  source  funding 
can  require  as  much  as  40  percent  match.  General  fund  provides  5.9  percent  of  the  department's  funding.  General  fund  is 
utilized  for  personal  services  and  related  operating  expenses  such  as  travel,  communication,  and  eqiupment. 

Biennium  Budget  Comparison 

The  following  table  compares  the  executive  budget  request  in  the  2007  biennium  with  the  2005  biennium  by  type  of 
expenditure  and  source  of  funding.  The  2005  biennium  consists  of  actual  FY  2004  expenditures  and  FY  2005 
appropriations. 
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Biennium  Budget  Comparison 
Budaet  Item 

Present 

Law 

Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

Present 
Law 

Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 

Biennium 

Fiscal  04-05 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

371.78 

2.75 

374.53 

371.78 

2.75 

374.53 

355.03 

374.53 

Personal  Services 

Operating  Expenses 

Equipment 

Grants 

Benefits  &  Claims 

Transfers 

18,201,115 

61,906,543 

104,675 

1,774,180 

4,100,000 

0 

1 10,506 
5,214,609 
0 
0 
0 
0 

18,311,621 

67,121,152 

104,675 

1,774,180 

4,100,000 

0 

18,177,718 

24,934,564 

104,675 

1,889,579 

0 

0 

110.208 
3,208,459 
0 
0 
0 
0 

18,287,926 

28,143,023 

104,675 

1,889,579 

0 

0 

32,941,807 

77,468,532 

198,737 

3,046,285 

1,100,000 

0 

36,599,547 

95,264,175 

209,350 

3,663,759 

4,100,000 

0 

Total  Costs 

$86,086,513 

$5,325,115 

$91,411,628 

$45,106,536 

$3,318,667 

$48,425,203 

$114,755,361 

$139,836,831 

General  Fund 
State/Other  Special 
Federal  Special 

4,129,497 
53,038,164 
28,918,852 

0 
2,731,525 
2,593,590 

4,129,497 
55,769,689 
31,512,442 

4,096,940 
16,590,628 
24,418,968 

0 
2,159,563 
1,159,104 

4,096,940 
18,750,191 
25,578,072 

6,217,300 
65,701,005 
42,837,056 

8,226,437 
74,519,880 
57,090,514 

Total  Funds 

$86,086,513 

$5,325,115 

$91,411,628 

$45,106,536 

$3,318,667 

$48,425,203 

$114,755,361 

$139,836,831 

New  Proposals 

The  "New  Proposal"  table  summarizes  all  new  proposals  requested  by  the  executive.  Descriptions  and  LFD  discussion 

of  each  new  proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

F'""-^' ''""'' 

General 

Slate 

Federal 

Total 

General 

State 

Federal 

Total 

Program                FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  1008  -  Concentrated  Animal  Feed  Op  Env  Impact  Slament-OTO 

10                   0.00                        0 

362,424 

0 

362,424 

0.00 

0 

0 

0 

0 

DP  2012  -  BLM  Funding  for  Water  Quality  Monitoring 

20                   0.00                        0 

0 

40,000 

40.000 

0.00 

0 

0 

40,000 

40,000 

DP  20 1 6  -  Wetlands  Grants  Authority 

20                   0.00                        0 

0 

330,000 

330,000 

0.00 

0 

0 

330,000 

330,000 

DP  4005  -  Brownsfields  Grant  Authority 

40                   0.00                        0 

0 

950,000 

950,000 

0.00 

0 

0 

950,000 

950,000 

DP  4007  -  Lust  Cost  Recovery  Biennial  Authority 

40                   0.00                        0 

200,000 

0 

200,000 

0.00 

0 

0 

0 

0 

DP  4012  -  Libby  Asbestos  Troy  Biennial  Authority 

40                   0.00                        0 

0 

1,259,326 

1,259,326 

0.00 

0 

0 

0 

0 

DP  401 3  -  CERCLA  Bond  Sales 

40                  0.00                      0 

2,000,000 

0 

2,000,000 

0.00 

0 

2,000,000 

0 

2,000,000 

DP  5020  -  Hazardous  Waste  -  Brownsfield  Biennial 

Authority 

50                   0.00                        0 

0 

175,000 

175,000 

0,00 

0 

0 

0 

0 

DP  5022  -  Opencut  Additional  Staff 

50                   2.75                        0 

169,101 

11,564 

180,665 

2.75 

0 

159,563 

11,404 

170,967 

DP  5026  -  RHODIA  Settlement 

50                   0.00                        0 

0 

(172,300) 

(172,300) 

0.00 

0 

0 

(172,300) 

(172,300) 

Total                 2.75                    $0 

$2,731325 

$2^93,590 

$5325,115 

2.75 

$0 

$2,159363 

$1,159,104 

$3318,667 

Agency  Issues 

Recruitment  and  Retention  of  employees 

The  Problem 

The  department  has  mandated  activities  and  duties  to  ensure  that  environmental  regulations  are  bemg  met,  environmental 
permits  are  being  released,  and  reclamation  activities  are  occurring  as  planned.  These  duties  are  directly  impacted  by 
position  vacancies.  Impacts  can  include  a  backlog  in  permitting,  delays  in  total  maximum  daily  load  (TMDL) 
completions,  and  delay  of  computer  integration. 

During  the  2003  biennium  the  department  moved  to  pay  plan  20.  Pay  plan  20  is  a  competency  based  pay  plan  set  up 
with  broad  pay  bands.  The  purpose  of  the  plan  is  to  provide  managers  with  a  mechanism  to  reward  for  demonstrated 
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competencies  and  service,  as  well  as  offer  higher  entry-level  salaries  to  recruit  qualified  employees.  The  department  was 
able  to  provide  employees  a  pay  adjustment  to  reward  for  length  of  service,  performance,  and  job  type.  New  positions 
were  recruited  into  broadband  pay  plan  as  initial  entry-level  salaries  were  able  to  attract  qualified  candidates. 

The  success  of  pay  plan  20  has  been  limited.  The  initial  boost  to  salaries  appears  to  have  provided  short-term  relief  to  a 
problem  the  department  has  experienced  over  the  past  two  decades.  The  increase  in  entry-level  salaries  has  improved  the 
agency's  ability  to  recruit  qualified  employees,  but  it  has  not  alleviated  retention  issues.  Salaries  were  adjusted  at  the 
implementation  of  pay  plan  20,  but  the  ability  to  adjust  salaries  has  been  limited  due  to  fmancial  constraints  of  the 
agency. 

Requests  for  restoration  of  the  base  budget  due  to  vacancies  in  the  base  year  have  been  a  constant  in  the  department's 
budget  request  for  at  least  the  past  five  legislative  sessions.  Adjustments  have  been  made  to  the  budget  to  address  the 
potential  need  for  funding  if  vacancies  were  filled.  Although  positions  do  get  filled,  the  cyclical  turnover  creates  the  need 
to  request  the  adjustment  in  the  next  session.  Figure  1  illustrates  proposed  expenditures  related  to  vacancies  in  the  base 
year  and  for  new  FTE. 


Figure  1 

Department  of  Environmental  Quality 

Summary  of  Staffing  related  expenses  in  Decision  Packages 

Adjustments  for  Vacancies 

Vacancies  or 

Fiscal  2006 

Staff  % 

Fiscal  2007 

Staff 

Staff  % 

Planning,  Prevention  and  Asssitance  Division 

FTE 

Total 

Staff  Related 

of  Total 

Total 

Related 

of  Total 

PL2001  Water  Quality  Planning  Bureau  Operations 

Vacancies 

$473,848 

$92,196 

19% 

$464,765 

$88,073 

19% 

PL2003  Technical  and  Financial  Assistance  Bureau 

Vacancies 

342,089 

89,616 

26% 

343,193 

88,496 

26% 

PL2004  Air  Energy  and  Pollution  Prevention  Bureau 

Vacancies 

518,557 

158,603 

31% 

517,325 

158,228 

31% 

Remediation  Division 

PL4001  Hazardous  Waste  Cleanup  Operations 

Vacancies 

100,962 

35,192 

35% 

54,507 

35,192 

65% 

Pemiitting  and  Compliance  Division 

PL5003  Environmental  Management  Bureau  Operatii 

Vacancies 

51,758 

44,635 

86% 

54,980 

47,857 

87% 

PL5005  Public  Water  &  Subdivisions  Operations 

Vacancies 

534,411 

192,350 

36% 

548,499 

206,438 

38% 

PL5006  Water  Protection  Bureau  Operations 

Vacancies 

59,037 

52,037 

88% 

63,508 

56,508 

89% 

Subtotal 

$2,080,662 

$664,629 

32% 

$2,046,777 

$680,792 

33% 

New  FTE 

Planning,  Prevention  and  Asssitance  Division 

PL2007  Water  Quality  Monitoring  TMDL  Completic 

9.00 

2063584 

633336 

31% 

2062365 

632117 

31% 

Permitting  and  Compliance  Division 

PL5010  Water  Protection  Bureau  Waterwater  Permiti 

5.00 

371,072 

368,072 

99% 

342,079 

339,079 

99% 

PL50I 1  Air  Permitting  of  Oil  and  Gas  Production 

3.00 

401,137 

239,101 

60% 

362,113 

217,538 

60% 

PL50I 5  Public  Water  Supply  &  Subdivisions  FTE 

2.75 

141,257 

141,257 

100% 

132,135 

132,135 

100% 

NP5022  Opencut  Additional  Staff 

2.75 

180,665 

180,665 

100% 

180,665 

180,665 

100% 

Subtotal 

$3,157,715 

$1,562,431 

$0 

$3,079,357 

$1,501,534 

49% 

Total  Requests  Related  to  Staffing  Issues 

$5,238,377 

$2,227,060 

43% 

$5,126,134 

$2,182,326 

43% 

The  Effect  of  Vacancies  on  Department  Activities 

In  terms  of  department  activities,  the  vacancy  rate  can  have  a  direct  correlation  on  the  amount  and  type  of  work  that  gets 

accomplished.  Present  law  adjustments  included  in  the  executive  budget  identify  areas  such  as  an  increased  backlog  of 

bond  releases;  delays  in  contracts,  projects,  and  technical  training;  database  maintenance  setbacks;  postponement  of 

monitoring  work  of  mines,  discharges  and  energy  facilities;  and  the  hold  up  of  plat  and  plan  reviews.  The  vacancies 

make  it  difficult  for  the  department  to  meet  work  goals,  federal  mandates,  and  court  orders. 

Local  economies  are  also  directly  impacted  by  the  delays.  For  example,  plat  review  is  required  for  subdivision 

development  to  assure  that  adequate  sanitation  facilities  can  be  constructed,  operated,  and  maintained  to  support  each 

parcel.  Upon  receipt  of  the  application  the  department  has  60  days  to  take  final  action.  If  the  application  is  not  complete 
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it  is  returned  to  the  applicant.  The  applicant  may  re-submit,  but  the  60  day  time  period  begins  again  and  development  of 
the  parcel  is  further  delayed. With  vacancies,  the  applications  are  being  pushed  to  the  60  day  limit  and  training  of 
developers,  county  officials,  and  engineers  goes  by  the  wayside.  If  the  department  was  able  to  maintain  a  staff  at  full 
capacity,  plan  reviews  could  be  completed  well  within  timelines  and  training  could  be  completed.  As  training  is 
completed,  applications  would  improve  and  the  department  would  not  be  in  the  position  to  return  the  applications  and 
delay  development  fiirther. 

Current  Activities 

The  department  utilizes  overtime,  temporary  service  workers,  contracted  services,  work-study  programs,  and  graduate 
students  to  alleviate  some  of  the  pressures  of  the  vacancies.  While  this  does  not  work  for  all  employee  types,  it  has 
allowed  the  department  to  manage  the  critical  workload.  However,  this  is  not  a  long  term  solution  to  the  vacancy  issues, 
hi  addition,  as  the  workload  of  the  department  changes,  the  need  to  fill  vacancies  becomes  more  apparent.  Add  to  this  the 
current  budget  request  to  add  19.50  FTE  for  various  activities,  and  the  realism  of  recruitment  and  retention  comes  to  the 
forefront.  The  department  has  struggled  to  recruit  and  retain  employees  for  a  number  of  years,  and  adding  FTE  may 
compound  the  problem. 

Increased  retention  of  employees  would  alleviate  the  need  to  restore  base  level  expenditures.  Innovative  options  such  as 
education  reimbursement  are  being  researched  to  assist  in  retention  efforts.  Without  improved  retention,  the  department 
becomes  a  training  ground  for  individuals  to  leave  for  higher  paying  private  sector  jobs,  institutional  knowledge  is  lost 
and  expenses  related  to  turnover  continue  to  rise. 

Potential  Solutions 

The  vacancy  rate  at  the  department  impacts  the  ability  to  meet  the  needs  of  the  public  and  to  protect,  remediate  and 
monitor  our  environmental  resources.  In  the  extreme,  lack  of  adequate  staffing  could  potentially  place  our  public  water 
supply  at  risk. 

There  are  short-term  and  longer-term  options  for  legislative  consideration.  In  the  short  term,  the  legislature  might: 

•  Provide  funding  for  contracted  services  in  lieu  of  FTE.  While  contracted  services  generally  cost  more  than  state 
FTE,  the  costs  of  vacancies,  including  recruitment  costs  and  delays,  must  also  be  considered 

•  Provide  funding  for  FTE  for  critical  mandated  functions  only,  which  would  require  a  prioritization  of  fiinctions 

•  Direct  the  agency  to  expand  retention  efforts  to  include  education  reimbursement 

While  any  of  these  options  might  be  utilized,  a  longer-term  approach  is  warranted.  Among  the  options  the  legislature 
might  pursue  include: 

•  Implement  changes  in  mandated  activities  to  meet  staffing  levels  by  extending  timelines  and  streamlining 
applications 

•  Eliminate  department  programs  that  are  not  mandated  by  state  or  federal  law,  such  as  waste  reduction  program, 
major  facility  siting  act,  and  the  federal  biomass  energy  program,  in  order  to  concentrate  efforts  and  resources  on 
mandated  activities.  Along  with  a  concentration  of  the  state's  effort  and  role,  this  option  could  then  involve 
utilizing  resources  to  compensate  employees  at  a  level  necessary  to  recruit  and  retain  qualified  staff. 

The  longer-term  options  would  require  significant  study.  Therefore,  the  legislature  may  wish  to  request  an  interim  study 
bill  to  address  these  issues  and  report  to  the  next  legislature. 
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Total  Maximum  Daily  Load  (TMDL) 
Background: 

A  TMDL  is  a  plan  to  establish  the  maximum  amount  of  pollutant  load  that  can  flow  into  a  water  body  from  point  sources 
(pollution  discharged  from  an  identifiable  source),  non  point  sources  (pollution  from  various  indefinable  sources),  and 
natural  background  sources  without  exceeding  state  water  quality  standards.  Both  state  and  federal  regulations  require 
the  Department  of  Environmental  Quality  to  develop  TMDLs  for  all  waters  that  are  not  meeting  water  quality  standards. 
The  list  of  waters  needing  TMDLs  is  referred  to  as  the  303(d)  list  after  the  section  of  the  federal  Clean  Water  Act  (CWA) 
requiring  the  creation  of  the  list.  The  list  is  to  be  created  every  two  years.  The  303(d)  list  established  in  2002,  identified 
527  water  bodies  that  did  not  meet  state  water  quality  standards. 

After  a  TMDL  is  completed,  the  federal  Environmental  Protection  Agency  (EPA)  must  approve  it.  If  approved,  the  water 
body  is  removed  from  the  list  and  the  restoration  plan  is  implemented.  For  point  sources,  the  reduction  targets  are 
incorporated  into  discharge  permits  and  become  regulatory.  Non  point  sources  are  dealt  with  through  voluntary  clean-up 
actions  of  landowners  and  water  users. 

A  monitoring  program  must  be  in  place  to  determine  whether  compliance  with  water  quality  has  been  achieved.  Five 
years  after  the  plan  has  been  approved,  DEQ  must  determine  if  it  worked.  Monitoring  data  is  evaluated  and  if  water 
quality  is  still  impaired  more  time  may  be  needed,  new  best  management  practices  may  be  tried,  or  a  new  plan  is  written. 

Historv  of  TMDL  in  Montana: 

The  federal  Clean  Water  Act  became  law  in  1972.  Until  recently  many  states  and  the  EPA  had  not  developed  many 
TMDLS.  In  fact,  Montana  legislation  to  establish  the  TMDL  program  for  state  waters  was  not  passed  until  the  1997 
legislature.  Citizen  organizations  began  bringing  legal  action  against  the  states  and  the  EPA,  seeking  listing  of  waters  and 
the  development  of  TMDLs.  Montana  is  one  of  38  states  under  court  order  or  consent  decrees  to  ensure  that  the  EPA  or 
the  state  establishes  TMDLs. 


In  June  of  2000,  the  US  District  Court  of  Montana  ordered  the  EPA  to  work  with  the  state  to  develop  and  adopt  a 
schedule  that  would  result  in  developing  all  necessary  TMDLs  for  waters  on  the  states  1996  303(d)  list  by  May  5,  2007. 
The  schedule  was  completed  in  October  2000  and  established  the  guidelines  for  developing  TMDLs  by  the  court 
imposed  deadline.  As  part  of  on-going  negotiations,  the  court  agreed  to 
an  alternative  schedule  in  November  of  2004.  The  department  and  the 
EPA  have  agreed  to  complete  all  1 996  water  body  reassessments  and 
full  TMDL  development  for  eight  western  watersheds  by  2007,  and 
complete  the  remaining  TMDLs  by  2012.  The  progress  on  TMDLs  is 
illustrated  in  table  2. 


This  schedule  means  that  the  department  needs  to  complete  1,634  of 
1,919  total  TMDLs  before  2012  to  comply  with  the  court  order.  The 
department  is  requesting  an  additional  $2.5  million  in  fiinding,  and 
9.00  FTE  in  order  to  comply  with  the  court  order. 


Figure  2 

Department  of  Enviromnental  Quality 

TMDL  Schedule* 


TMDLs  Completed 
TMDLs  to  Complete 
TMDLs  to  Complete 


1997-2004 
By  2007 
By  2012 


285 

634 

1000 


Total  TMDLs 


1919 


'Estimated  based  on  assessment  and  reassessment  activity 
levels 
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Figure  3 
Department  of  Environmental  Quality 

TMDL  Appropriations  and  Expenditures 

Biennium     Appropriated         Expended  Difference 


2001 
2003 
2005* 
2007** 


$2,081,173 
4,199,177 
4,641,495 
9,000,000 


$1,959,585 
3,150,068 
2,394,591 


*  expenditures  to  date 
**  requested 


$121,588 
1,049,109 
2,246,904 


Figure  3  illustrates  the  amount  of  funding  appropriated  and 
expended  on  TMDL  activities  since  the  2001  biennium. 
Several  things  are  apparent  from  the  figure: 

•  Prior  to  the  2005  biennium,  when  the  state  faced 
significant  funding  challenges,  the  legislature  has 
provided  increasing  support  for  TMDL  activities  to 
address  the  court  order  and  deadline 

•  Expenditures  have  been  significantly  less  than 
appropriated 

•  The  department  is  requesting  significant  increases 
in  funding  for  the  2007  biennium 


LFD 
ISSUE 


Montana  is  under  court  order  to  complete  TMDLs,  initially  by  2007.  However,  the  state  has  experienced 
significant  problems  meeting  previously  established  timelines,  and  the  date  has  been  extended  to  2012.  The 
executive  is  again  requesting  a  significant  increase  in  resources  to  complete  this  task  within  the  timelines. 


Currently  the  TMDL  program  consists  of  20  FTE.  Eight  work  on  TMDL  development,  six  on  TMDL  reassessments  and 
six  provide  support  in  the  areas  of  water  quality  standards  and  data  management.  As  pointed  out  in  the  previous  issue,  the 
department  has  had  major  recruitment  and  retention  issues  that  have  in  some  measure  hampered  this  effort. 

In  order  to  address  some  of  the  issues,  the  department  has  done  the  following: 

•  Within  current  resources,  the  department  has  made  organizational  changes  to  increase  efficiency  of  the  TMDL 
program 

•  Utilized  graduate  and  work  study  students  to  assist  with  on-the-ground  field  work 

•  Under  the  direction  of  Enviromnental  Quality  Coimcil  (EQC),  the  department  has  started  to  utilize  a  modeling 
approach  to  develop  TMDLs 

It  is  apparent  from  the  past  history  of  this  effort  that  adding  the  authority  to  fund  an  increase  in  FTE  without  addressing 
some  of  the  underlying  issues  that  is  hampering  the  effort,  recruitment  and  retention  of  staff,  and  the  staff  intensive  nature 
of  the  current  field  work,  may  not  be  the  most  productive  use  of  general  fimd.  The  modeling  effort  could  provide  some 
relief  to  the  labor  intensive  on-the-ground  TMDL  work.  The  department  is  collaborating  with  federal  agencies,  tribes, 
industry,  special  interest  groups,  and  citizens  to  foster  a  common  understanding  of  the  technical  aspects  of  model 
development  and  to  design  and  share  workable  approaches  to  watershed  modeling  for  the  Tongue/Powder/Rosebud 
watershed.  The  outcome  of  this  activity  could  provide  a  significant  tool  for  meeting  TMDL  completion  in  a  timely 
manner.  If  computerized  modeling  is  scientifically  defensive,  it  could  be  used  in  lieu  of  on-the-ground  field  work 
resulting  in  a  less  costly  more  timely  TMDL  completion.  The  legislature  may  wish  to  consider  one  or  more  of  the 
following  options: 

•  Require  a  staff  recruitment  and  retention  plan  that  addresses  how  the  department  will  increase  its  chances  of 
success  in  filling  and  retaining  any  current  and  requested  FTE 

•  Require  an  update  from  the  department  on  how  the  modeling  effort  will  be  used  to  meet  the  court  imposed 
deadline 

•  Require  the  department  to  report  on  the  potential  for  and  the  potential  costs  of  contracted  services  in  lieu  of 
additional  FTE 

•  Require  the  department  to  provide  routine  updates  on  TMDL  progress  to  the  EQC 
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TMDL  activities  are  on  going,  but  the  activity  level  may  significantly  decrease  after  the  court- 
imposed  deadline  is  completed.  The  implemented  water  quality  plans  would  have  to  be  monitored 
and  any  subsequently  listed  impaired  water  would  need  a  TMDL,  but  the  staffing  level  may  not  need 
to  be  at  the  increased  level  needed  to  meet  the  deadline. 


ill) 

ISSUK  CON  I 


Therefore,  the  legislature  may  wish  to  make  increases  in  fimding  one-time-only  to  allow  for  program  funding 
fluctuations  as  they  occur.  This  will  also  provide  the  legislature  the  opportunity  to  review  the  progress  of  TMDLs  during 
subsequent  legislative  sessions. 


Federal  Funding 

The  federal  government  supplies  40  percent  of  the  department's  funding.  The  federal  Environmental  Protection  Agency 
(EPA)  provides  the  majority  of  this  funding.  The  EPA  shifting  of  priorities  can  have  a  significant  impact  on  the 
department.  According  to  department  officials,  the  EPA  has  moved  away  fi-om  the  position  of  technical 
assistance/partner  to  one  of  audit  and  oversight,  which  established  a  less  flexible  environment.  The  department  has  also 
experienced  significant  delays  in  receiving  federal  funding.  The  FY  2004  wetlands  grant  was  actually  received  in 
FY2005,  causing  significant  delays  in  contracts  and  project  work.  In  addition,  some  funding  sources  such  as  superfund 
are  experiencing  reductions  that  may  directly  impact  the  14  superflind  sites  in  Montana. 

The  complexity  of  federal  funding  for  environmental  activities  continues  to  rise.  Funding  from  other  federal  agencies 
such  as  the  Bureau  of  Land  Management  and  the  Department  of  Energy  is  significantly  different  than  the  EPA. 
Additionally,  the  ever  changing  regulations  of  EPA  funding  add  to  this  complexity.  The  certification  of  matching  funds 
is  one  such  example.  If  matching  funds  cannot  be  accounted  for,  whether  real  or  in-kind  donations,  the  fianding  is  at  risk. 
Well  versed,  seasoned  grant  managers  are  needed  to  ensure  continued  receipt  of  this  funding. 

The  legislature  may  wish  to  keep  in  mind  the  following  when  dealing  with  federal  funding  sources.  While  no  options  are 
provided,  these  are  listed  primarily  as  complimentary  information  to  many  of  the  DP's  that  follow: 

•  Delays  in  funding  may  cause  future  present  law  adjustments 

•  Increased  complexity  of  federal  grants  may  require  appropriate  technical  staff 

•  FTE  or  contracted  services  may  be  needed  to  implement  grant  activities 

•  Funding  shortfalls  may  delay  activities  that  impact  public  health 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 

of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 
Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

11.00 

0.00 

0.00 

11.00 

0.00 

0.00 

11.00 

11.00 

Personal  Services 
Operating  Expenses 
Equipment 

495,078 

593,848 

0 

107,368 

2,234,926 

0 

0 

362,424 

0 

602,446 

3,191,198 

0 

107,456 

25,180 

0 

0 
0 
0 

602,534 

619,028 

0 

1,204,980 

3,810,226 

0 

Total  Costs 

$1,088,926 

$2342,294 

$362,424 

$3,793,644 

$132,636 

$0 

$1,221,562 

$5,015,206 

General  Fund 
State/Other  Special 
Federal  Special 

253,386 
647,125 
188,415 

82,759 

2,295,670 

(36,135) 

0 

362,424 

0 

336,145 

3,305,219 
1 52,280 

45,433 
123,157 
(35,954) 

0 
0 
0 

298,819 

770,282 
152,461 

634,964 

4,075,501 

304,741 

Total  Funds 

$1,088,926 

$2,342,294 

$362,424 

$3,793,644 

$132,636 

$0 

$1,221,562 

$5,015,206 

Program  Description 

The  Central  Management  Program  consists  of  the  director's  office,  a  financial  services  office,  and  an  information 
technology  office.  It  is  the  organizational  component  of  the  DEQ  responsible  and  accountable  for  the  administration, 
management,  planning,  and  evaluation  of  agency  performance  in  carrying  out  department  mission  and  statutory 
responsibilities.  The  director's  office  includes  the  director's  staff,  the  deputy  director,  an  administrative  officer,  public 
information  officer,  a  centralized  legal  services  unit,  and  a  centralized  personnel  office.  The  financial  services  office 
provides  budgeting,  accounting,  payroll,  procurement,  and  contract  management  support  to  other  divisions.  The 
information  technology  office  provides  information  technology  services  support  to  other  divisions. 

Program  Highlights 


Central  Management  Program 
Major  Program  Highlights 


The  executive  is  requesting  a  25  percent  overhead  rate  to  be  charged  to 

other  divisions  to  fund  this  division 

The  proposed  budget  includes  $2.0  milUon  for  environmental  impact 

statement  costs 

Statewide  adjustments  and  other  operating  adjustments  comprise  the 

remainder  of  the  requested  increase 


Major  LFD  Issues 


Expenditures  for  environmental  impact  statements  exceed  the  fees 
collected 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommend  by 
the  Governor. 


Program  Funding  Table 

Central  Management  Progr 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$    253,386 

23.3% 

$    336,145 

8.9% 

$    298,819 

24.5% 

02058  Petroleum  Storage  Tank  Cleanup 

- 

- 

30,802 

0.8% 

30,839 

2.5% 

02070  Hazardous  Waste-Cercia 

17,439 

1.6% 

14,473 

0.4% 

14,491 

1.2% 

02075  Ust  Leak  Prevention  Program 

9,301 

0.9% 

58,574 

1.5% 

58,644 

4.8% 

02097  Environmental  Rehab  &  Response 

6,359 

0.6% 

125,000 

3.3% 

- 

- 

02157  Solid  Waste  Management  Fee 

10,477 

1.0% 

32,658 

0.9% 

32,697 

2.7% 

02201  Air  Quality-Operating  Fees 

55,994 

5.1% 

56,348 

1.5% 

56,415 

4.6% 

02202  Asbestos  Control 

- 

- 

20,349 

0.5% 

20,374 

1.7% 

02204  Public  Drinking  Water 

5,075 

0.5% 

6,494 

0.2% 

6,502 

0.5% 

02278  Mpdes  Permit  Program 

50,104 

4.6% 

399,412 

10.5% 

37,033 

3.0% 

02418  Subdivision  Plat  Review 

27,954 

2.6% 

29,257 

0.8% 

29,291 

2.4% 

02458  Reclamation  &  Development 

31,096 

2.9% 

44,162 

1.2% 

44,216 

3.6% 

02542  Mt  Environ  Policy  Act  Fee 

429,870 

39.5% 

2,477,794 

65.3% 

429,870 

35.2% 

02845  Junk  Vehicle  Disposal 

3,456 

0.3% 

7,422 

0.2% 

7,432 

0.6% 

02954  Septage  Fees 

- 

- 

2,474 

0.1% 

2,478 

0.2% 

03067  Dsl  Federal  Reclamation  Grant 

14,763 

1.4% 

12,865 

0.3% 

12,881 

1.1% 

03 100  Epa  /  Drinking  Water  Srf 

2,202 

0.2% 

- 

- 

- 

- 

03228  L.U.S.T./Trust 

5,926 

0.5% 

- 

- 

- 

- 

03262  Epa  Ppg 

- 

- 

120,736 

3.2% 

120,879 

9.9% 

03302  Wetlands  Grant 

2,770 

0.3% 

- 

- 

- 

03433  Epa  Perf  Partnership  Fy04-05 

126,307 

11.6% 

- 

- 

- 

- 

03436  Nps  04  Staffing  &  Support 

28,695 

2.6% 

14,040 

0.4% 

14,057 

1.2% 

03437  Sep  Base  2004 

7,097 

0.7% 

1,546 

0.0% 

1,548 

0.1% 

03687  Drinking  Water  Srf  Ffy02 

655 

0.1% 

3.093 

0.1% 

3.096 

0.3% 

Grand  Total 

$  1,088,926 

100.0% 

$3,793,644 

100.0% 

$1,221,562 

100.0% 

The  majority  of  the  functions  in  this  division  are  funded  with  non-budgeted  proprietary  fluids,  and  are  not  appropriated 
through  HB  2.  The  proprietary  funding  is  based  upon  a  negotiated  indirect  rate  with  the  United  States  Environmental 
Protection  Agency  (EPA).  The  indirect  rate  is  assessed  against  funding  for  all  personal  services,  temporary  services,  and 
work-study  projects  within  each  division,  and  transferred  to  the  central  management  program  to  fiind  operating  costs.  A 
further  discussion  is  included  in  the  proprietary  rate  section.  Appropriated  fimds  consist  of  23  percent  general  fund  for 
support  of  the  Board  of  Environmental  Review  and  general  operating  costs,  39  percent  Montana  Environmental 
Protection  Act  (MEPA)  fees  fi^om  permit  applications  for  completion  of  environmental  impact  statements,  and  number  of 
small  federal  grants. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Present  Law  Adjustments 



=iscal  2007 

Federal 

Total 

General               State 

Federal 

Total 

General 

State 

FTE                 Fund               Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

132,470 

(25,102) 

(374) 

(1,892) 

132,563 

(25,107) 

(368) 

(1.685) 

Total  Statewide  Present  Law  Adjustments 

$105,102 

$105,403 

DP  1004  -  MT  Environmental  Policy  Act  Biennial  Restricted 

0.00                       0          2,047,924 

0 

2,047,924 

0.00 

0 

0 

0 

0 

DP  1009  -  Non-Proprietary  Central  Management  Operating  Adj 

0.00               24,273              1 37,860 

8,607 

170,740 

0.00 

24,277 

12,872 

8,612 

45,761 

DP  101 1  -  Board  Environmental  Review  Biennial  Request 

0.00               18,528                        0 

0 

18,528 

0.00 

(18,528) 

0 

0 

(18,528) 

Total  Other  Present  Law  Adjustments 

0.00             $42,801         $2,185,784 

$8,607 

$2,237,192 

0.00 

$5,749 

$12,872 

$8,612 

$27,233 

Grand  Total  All  Present  Law  Adjustments 

$2,342,294 

$132,636 

DP  1004  -  MT  Environmental  Policy  Act  Biennial  Restricted  -  The  executive  is  requesting  an  adjustment  increasing  the 
biennial  restricted  appropriation  for  the  Montana  Environmental  Policy  Act  (MEPA)  to  $2,500,000.  An  outside  party 
requesting  an  environmental  impact  statement  (EIS)  from  the  department  pays  the  fee.  The  average  cost  of  an  EIS  is 
$350,000  to  $400,000  with  an  average  of  four  EIS  projects  per  year.  $500,000  of  this  appropriation  is  contingent  upon 
the  passage  of  legislation  to  revise  MEPA  fees. 


LFD 
ISSUE 


Section  75-1-203,  MCA  provides  the  department  authority  to  assess  fees  for  collection  of  data  and 
information  needs  to  complete  an  EIS  in  relation  to  a  lease,  permit,  contract  license,  or  certificate.  The 
department  must  estimate  the  fee  based  on  a  formula,  collecting  a  percent  of  the  cost  of  the  project.  When 
the  EIS  is  completed,  statute  (76-1-205,  MCA)  provides  direction  to  refund  any  unexpended  funds  without 

interest.  While  statute  is  silent  on  the  timing  of  collection,  the  presence  of  a  process  to  refund  any  unused  fees  could  be 

construed  that  fees  should  be  collected  up  front. 


Figure  4  provides  the  revenues  and  expenditures  from  the  MEPA  fee  fund.  In  FY  2004,  the  department  collected 
$270,948  in  MEPA  fees  and  incurred  $429,890  in  MEPA  related  costs,  resuUing  in  a  negative  cash  flow  situation. 
Excess  expenditures  were  covered  with  the  federal  EPA  partnership  grant.  The  projections  for  FY  2005  and  FY  2006 
create  a  negative  ending  fimd  balance. 

There  are  two  issues  that  prevent  this  fimd  from  achieving  structural 
balance. 

1)  Statute  allows  only  for  the  collection  of  fees  related  to 
collecting  data  and  information.  This  does  not  allow  the 
department  to  recover  other  costs  associated  with  the  EIS, 
such  as  employee  time,  contractor  expenses,  or  analysis  of 
the  collected  information.  In  FY  2004,  another  $118,240 
was  expended  for  the  administration  of  MEPA,  which  was 
covered  with  general  fiind. 

2)  The  timing  of  the  fee  is  not  addressed.  Upfront  collection  of  the  fee  would  provide  the  department  with  the 
cash  flow  needed  to  complete  the  EIS 


Figure  4 

Montana  Environmental  Policy  Act 

Fund  2542:  MEPA  Fees 

FY 

Revenue    Expenditures    Difference 

Cumulative 

2007* 

$500,000       $429,870           $70,130 

($1,907,664) 

2006* 

500,000      2,477,794       (1,977,794) 

(2,047,924) 

2005* 

500,000        570,130            (70,130) 

(229,052) 

2004 

270,948        429,870          (158,922) 

•  estimated 
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LID 
ISSUKCoiit. 


Unless  scope  and  timing  of  the  fee  collection  is  addressed,  regardless  of  the  level  of  appropriation 
provided,  the  department  will  continue  to  expend  more  on  EIS  work  than  is  collected  in  the  fee. 


The  legislature  may  wish  to  consider  amending  statute  to: 

•  Clarify  when  the  fee  should  be  collected 

•  Collect  full  EIS  preparation  costs 


DP  1009  -  Non-Proprietary  Central  Management  Operating  Adi  -  The  executive  requests  $170,740  in  FY  2006  and 

$45,761  in  FY  2007  for  operating  adjustments  for  MEPA  administration  and  the  Environmental  Rehabilitation  and 

Environmental  Response  (ERRA)  program.  The  adjustment  would  cover  increased  costs  of  contracted  services  and 
travel. 

DP  1011  -  Board  Environmental  Review  Biennial  Request  -  The  executive  requests  $18,528  in  FY  2006  and  a  negative 
$18,528  in  FY  2007  to  create  a  biennial  appropriation  for  the  Board  of  Environmental  Review.  The  board  has  specific 
duties  under  various  environmental  statues,  which  can  include  adopting  rules,  setting  fees,  and  hearing  appeals.  This 
adjustment  would  allow  the  Board  to  base  their  meeting  schedules  on  timing  of  issues  rather  than  annual  budgetary 
constraints. 


the  2005  biennium  level. 

1  LFD 

1  COMMENT 

The  adjustment  maintains  funding  at 

New  Proposals 

New  Proposals 

Total 
Funds 

FTE 

General 
Fund 

-Fiscal  2007 

State 
Special 

Federal 
Special 

Total 
Funds 

General               State               Federal 
Program                FTE                  Fund                Special              Special 

DP  1008  -  Concentrated  Animal  Feed  Op  Env  Impact  Stament-OTO 

10              0.00                       0             362,424                       0 

Total              0.00                     $0           $362,424                     $0 

362,424 
$362,424 

0.00 
0.00 

0 
$0 

0 

$0 

0 

$0 

0 

$0 

DP  1008  -  Concentrated  Animal  Feed  Op  Env  Impact  Stament-OTO  -  The  executive  requests  a  $362,424  biennial 
appropriation  of  state  special  revenue  for  the  2007  biennium  in  response  to  a  Montana  district  court  order  to  stop  issuing 
water  quality  permits  to  concentrated  animal  feeding  operations  (CAFO).  The  department  is  required  to  prepare  an 
environmental  impact  statement  (EIS)  before  any  additional  water  quality  permits  can  be  issued. 


_ 

1  IJ 1) 

1  COMMKNT 

The  executive  is  requesting  a  one-time-only  biennial  appropriation.  If  approved,  the  legislature  may 
wish  to  make  this  designation,  as  the  project  should  not  continue  past  the  2007  biennium. 

Proprietary  Rates 

The  Central  Management  Program  of  the  Department  of  Environmental  Quality  (DEQ)  consists  of  the  director's  office,  a 
financial  services  office,  and  an  information  technology  office.  It  is  the  organizational  component  of  the  agency 
responsible  and  accountable  for  the  administration,  management,  planning,  and  evaluation  of  agency  performance  in 
carrying  out  the  department  mission  and  statutory  responsibilities.  The  director's  office  includes  the  director's  staff,  the 
deputy  director,  an  administrative  officer,  public  information  officer,  a  centralized  legal  services  unit,  and  a  centralized 
personnel  office.  The  financial  services  office  provides  budgeting,  accounting,  payroll,  procurement,  and  contract 
management  support  to  other  divisions.  The  information  technology  office  provides  information  technology  services 
support  to  other  divisions. 

The  centralized  legal  services  unit  has  3.00  FTE  that  are  funded  by  the  internal  service  fiind,  two  attorneys  and  one 
paralegal.    This  staff  provides  the  administration,  management,  and  planning  for  the  legal  services  unit,  and  specific 
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duties  for  department  programs,  including  legislation,  rule  making,  enforcement  actions,  and  contract  review.  The 
remainder  of  this  unit  is  funded  by  direct  charges  to  the  programs  and  projects  requiring  the  legal  work. 

The  customers  of  this  program  are  all  divisions  and  employees  of  the  department.  Use  of  these  services  is  mandated  by 
agency  policies  and  procedures.  There  are  no  alternative  sources  for  the  Central  Management  Program  as  a  whole.  The 
department  contracts  for  legal  services  whenever  it  is  cost  effective  to  do  so,  or  to  obtain  specific  expertise  for  a  case,  or 
when  legal  jurisdiction  of  the  case  requires  an  attorney  licensed  in  that  state.  The  department  contracts  for  information 
technology  database  development  and  for  hosting  of  the  department's  enterprise  database. 

Proprietary  Revenues  and  Expenses 

The  department  has  one  proprietary  fund,  which  is  an  internal  service  fund  used  to  account  for  the  department's  indirect 
cost  activity.  The  department  anticipates  negotiating  an  indirect  cost  rate  with  the  U.S.  Environmental  Protection 
Agency  (EPA)  of  approximately  25  percent  in  FY  2006  and  FY  2007.  Revenues  generated  by  the  current  indirect  cost 
rate  fund  51.50  FTE. 

The  Central  Management  Program  provides  the  services  presented  in  the  program  description.  The  cost  of  providing 
support  services  is  directly  related  to  the  number  of  staff  served.  The  department  negotiates  an  indirect  rate  with  EPA 
based  on  that  computation  annually.  Adjustments  for  over-recovery  and  under-recovery  in  the  previous  year  are  made  to 
the  calculations  each  year.  EPA  and  DEQ  agree  to  the  services  that  are  included  in  the  indirect  calculation.  Funding  is 
collected  from  all  non-proprietary  sources  expended  within  the  department.  FY  2004  collections  were:  $  404,382  in 
general  ftind,  $1,635,608  in  state  special  revenue  and  $1,608,227  in  federal  revenue. 

Expense  Description:  The  major  cost  drivers  within  this  program  are  personal  services  costs  and  fixed  costs.  Additional 
costs  for  overtime  are  incurred  when  workload  changes,  such  as  upgrades  to  the  state  accounting  system  (SABHRS),  a 
special  legislative  session,  and  increased  monitoring  and  oversight  of  budgets  due  to  revenue  shortfalls.  Fixed  costs 
continue  to  be  a  significant  cost  increase  to  the  proprietary  fiind.  The  cost  of  providing  support  services  is  directly 
related  to  the  number  of  staff  served.  Therefore,  future  expenses  are  determined  by  projecting  increases  or  decreases  in 
program  staff  Non-typical  and  one-time  expenses  are  backed  out  of  the  cost  of  providing  services  before  calculating  the 
indirect  rate.  Salaries  are  constant  throughout  the  fiscal  year,  except  during  fiscal  year  end,  executive  budget 
preparation,  and  legislative  session.  Supplies  are  purchased  on  an  as  needed  basis,  except  during  peak  times  noted 
above.  The  indirect  rate  proposed  to  the  legislature  will  fund  55.50  FTE. 

Working  Capital 

The  objective  of  program  management  is  to  recover  costs  to  fund  necessary,  ongoing  operation  of  the  Central 
Management  Program.  The  program  has  no  requirement  to  reserve  an  excess  fund  balance.  The  fund  normally  carries  a 
60-day  working  capital  balance  to  meet  its  immediate  cash  needs  for  covering  payroll  and  various  operating  costs 

Fund  Equity 

The  department  does  not  reserve  a  fund  balance  on  the  accounting  records  nor  does  it  try  to  maintain  a  fund  balance.  The 
revenues  generated  should  be  enough  to  cover  the  current  year's  operations.  However,  due  to  timing  factors,  the  fund 
balance  does  not  always  equal  zero. 

Rate  Explanation 

The  department  negotiates  an  aimual  indirect  cost  rate  with  EPA.  The  approved  rate  is  a  fixed  rate.  This  rate  is  applied 
against  personal  services,  temporary  services,  and  work-study  contracts  charged  within  each  division  of  the  department, 
other  than  the  Central  Management  Program. 

The  department  is  requesting  an  increase  in  its  indirect  cost  rate  from  23  percent  approved  in  the  last  legislative  session 
to  25  percent.  The  rate  negotiated  with  EPA  requires  a  carry-forward  amount  be  built  into  the  rate.  This  carry-forward 
amount  represents  the  amount  the  department  either  under-recovered  or  over-recovered  in  a  given  year.  This 
computation  compares  what  was  initially  negotiated  versus  what  actually  occurred.  The  difference  is  then  carried 
forward  into  the  following  year's  rate. 
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The  department's  indirect  cost  rate  is  determined  based  on  guidelines  prescribed  by  the  federal  government.  In  addition, 
the  department  complies  with  Section  17-3-111,  MCA,  which  requires  agencies  to  negotiate  a  rate  that  would  recover 
indirect  costs  to  the  fullest  extent  possible.  In  order  to  comply  with  this  law,  the  department  has  requested  a  rate  that 
may  vary  slightly  from  the  rate  the  department  actually  negotiates  with  EPA.  The  rate  approved  by  the  legislature  is 
considered  a  cap.  Therefore,  the  department  cannot  negotiate  for  a  rate  higher  than  what  has  been  approved  by  the 
legislature.  However,  the  rate  negotiated  with  EPA  may  be  slightly  lower. 


LID 
COMMENT 


The  department  charged  22.6  percent  against  $9.1  million  in  FY  2004  resulting  in  $2.0  million  in 
revenues  to  the  Central  Management  Division.  The  increase  to  25  percent  raises  $275,599  if  personal 
services,  temporary  services,  and  work-study  contracts  remain  at  the  FY  2004  level. 


2007  Biennium 

Report  or 

1  Internal  Service  and  Enterprise  Funds  2007 

Fund                   Fund  Name 

Agency  # 

Agency  Name 

Program  Name 

6509                  DEO  Indirects 

5301 

DEQ 

Centra 

Management 

Division 

Budgeted 

Actual 

Actual 

Actual 

Budgeted 

Budgeted 

Operating  Revenues: 

FY02 

FY03 

FY04 

FY05 

FY06 

FY07 

Fee  revenue 

Revenue  from  State  Services 
Net  Fee  Revenue 

- 

- 

- 

2,056,494 

2,188,888 

1,986,596 

1.913,545 

2,046,413 

2,057,043 

2,056,494 

2,188.888 

1.986.596 

Investment  Earnings 

- 

. 

- 

- 

- 

. 

Securities  Lending  Income 

- 

- 

- 

- 

- 

- 

Premiums 

. 

. 

. 

- 

. 

_ 

Ottier  Operating  Revenues 

Total  Operating  Revenue 

433 

40 

56,227 

- 

. 

- 

1,913,978 

2,046,453 

2,113,270 

2.056,494 

2,188,888 

1.986,596 

Operating  Expenses: 

Personal  Services 

2,030,393 

2,213,440 

2,467.609 

2,548,275 

2,804,535 

2,800,757 

Other  Operating  Expenses 
Total  Operating  Expenses 

1,006.129 

722,139 

1.120.569 

1,437,794 

1,294.303 

918,938 

3,036,522 

2,935,579 

3.588,178 

3.986,069 

4,098,838 

3,719,695 

Operating  Income  (Loss) 

(1,122,544) 

(889.126) 

(1,474,908) 

(1,929,575) 

(1.909.950) 

(1,733,099) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 

- 

- 

(1.181) 

- 

- 

Federal  Indirect  Cost  Recoveries 

1,291,779 

1,394,815 

1.571.619 

1,570,464 

1,671.585 

1,517,101 

Otfier  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

- 

- 

- 

- 

- 

- 

1,291,779 

1,394,815 

1,570,438 

1,570,464 

1,671,585 

1,517,101 

Income  (Loss)  Before  Operating  Transfers 

169,235 

505,689 

95,530 

(359,111) 

(238,365) 

(215,998) 

Contributed  Capital 

. 

. 

. 

. 

_ 

_ 

Operating  Transfers  In  (Note  13) 

- 

- 

- 

- 

. 

- 

Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

- 

. 

- 

- 

- 

- 

169.235 

505,689 

95,530 

(359,111) 

(238,365) 

(215,998) 

Total  Net  Assets-  July  1  -  As  Restated 

131,775 

588,753 

1,109,504 

1,206,967 

847.856 

609,491 

Prior  Period  Adjustments 

17,035 

15.062 

1.933 

. 

- 

- 

Cumulative  effect  of  account  change 

270,708 

- 

- 

- 

. 

Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

60  days  of  expenses 

419,518 

603,815 

1,111.437 

1.206,967 

847.856 

609.491 

588,753 

1,109,504 

1,206,967 

847,856 

609,491 

393,492 

(Total  Operating  Expenses  divided  by  6) 

506.087 

489,263 

598,030 

664,345 

683,140 

619,949 

Requested  Rates  for  Internal  Service  F 

jnds 

Fee/Rate  Infomnation  for  Legislative  Action 

Actual 

Actual 

Actual 

Budgeted 

Budgeted 

Budgeted 

FYE02 

FYE03 

FYE04 

FY  05 

FY  06 

FY  07 

Requested  Rates  for  Internal  Service  Funds 

22.15 

22.13 

22.60 

23.00             25.00 

25.00 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 

of  fiinding. 


Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 

Exec.  Budget 

Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

84.58 

8.00 

0.00 

92.58 

8.00 

0.00 

92.58 

92.58 

Personal  Services 
Operating  Expenses 
Equipment 

3,580,754 

5,718,638 

89,491 

909,799 

3,257,659 

2,563 

0 

370,000 

0 

4,490,553 

9,346,297 

92.054 

908,267 

3,263,433 

2,563 

0 

370,000 

0 

4,489,021 

9,352,071 

92,054 

8,979,574 

18.698,368 

184,108 

Total  Costs 

$9388,883 

$4,170,021 

$370,000 

$13,928,904 

$4,174,263 

$370,000 

$13,933,146 

$27,862,050 

General  Fund 
State/Other  Special 
Federal  Special 

1,614,878 

643,425 

7,130,580 

949,628 

312,721 

2,907,672 

0 

0 

370,000 

2,564,506 

956,146 

10,408,252 

951,550 

317,457 

2,905,256 

0 

0 

370,000 

2,566,428 

960,882 

10,405,836 

5,130,934 

1,917,028 

20,814,088 

Total  Funds 

$9388,883 

$4,170,021 

$370,000 

$13,928,904 

$4,174,263 

$370,000 

$13,933,146 

$27,862,050 

Program  Description 

The  Planning,  Prevention  and  Assistance  Division  consists  of  three  bureaus:  Technical  and  Financial  Assistance,  Water 
Quality  Planning,  and  Air,  Energy  and  Pollution  Prevention.  The  division: 

1)  Finances  for  construction  and  improvement  of  community  drinking  water  and  wastewater  systems,  and 
provides  engineering  review  and  technical  assistance  to  Montana  communities  water  infrastructure  planners 

2)  Assists  small  businesses  in  reducing  emissions  and  complying  with  environmental  regulations 

3)  Monitors  air  and  water  quality  conditions,  assesses  potential  pollution  problems,  and  aids  industry  achieve 
cost  effective  compliance 

4)  Assists  communities  to  plan  for  energy,  watershed,  airshed,  and  solid  and  hazardous  waste  management; 

5)  Helps  develop  water  Total  Maximum  Daily  Loads  (TMDL) 

6)  Proposes  rules  and  policy,  and  develops  environmental  protection  criteria 

7)  Provides  analysis  to  assess  the  cost  effectiveness  of  environmental  programs 

8)  Finances  energy  saving  retrofits  of  public  buildings  and  renewable  energy  systems  for  homeowners  and  small 
businesses 

9)  Provides  technical  assistance  and  education  to  builders,  homeowners,  and  businesses  on  energy  efficiency  and 
renewable  energy,  indoor  air  quality,  radon,  recycling,  and  solid  waste  reduction 

Program  Highlights 


Planning  Prevention  and  Assistance  Division 
Major  Budget  Highlights 


The  executive  is  seeking  $1.2  million  general  fund  and  $2.0  million  in 

federal  funds  plus  9.00  FTE  to  expedite  the  completion  of  Total 

Maximum  Daily  Loads  (TMDL)  to  adhere  to  a  federal  court  ordered 

schedule 

Delays  in  federal  fiinding  and  division  wide  vacancies  in  the  base  year 

result  in  the  executive  seeking  $1.3  million  in  base  budget  adjustments 

for  the  division 

Statewide  adjustments  add  $1.3  million 
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Major  LFD  Issues 


Employee  recruitment  and  retention  issues  may  make  it  difficult  to 
hire  and  maintain  the  additional  FTE 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommend  by 
the  Governor. 


Progi 

am  Funding  Table 

Plan.Prevent.  &  Assist. 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$  1,614,878 

17.2% 

$     2,564,506 

18.4% 

$    2,566,428 

18.4% 

02070  Hazardous  Waste-Cercla 

141,771 

1.5% 

133,290 

1.0% 

132,954 

1.0% 

021 57  Solid  Waste  Management  Fee 

54,696 

0.6% 

83,570 

0.6% 

84,189 

0.6% 

02201  Air  Quality-Operating  Fees 

182.254 

1.9% 

243,208 

1.7% 

245,895 

1.8% 

02203  Arco 

- 

- 

25,339 

0.2% 

25,339 

0.2% 

02206  Agriculture  Monitoring 

3,962 

0.0% 

5,035 

0.0% 

5,069 

0.0% 

02223  Wastewater  Srf  Special  Admin 

4,564 

0.0% 

22,043 

0.2% 

22,209 

0.2% 

02278  Mpdes  Permit  Program 

75,259 

0.8% 

86,685 

0.6% 

87,274 

0.6% 

023 1 6  Go94B/Ban  93D  Admin 

52,798 

0.6% 

62,121 

0.4% 

62,520 

0.4% 

02388  Misc.  State  Special  Revenue 

39,996 

0.4% 

26,025 

0.2% 

26,143 

0.2% 

02491  Drinking  Water  Spec  Admin  Cost 

31.003 

0.3% 

79,094 

0.6% 

79,459 

0.6% 

02555  Alternative  Energy  Rev  Loan 

6,943 

0.1% 

36,726 

0.3% 

36,692 

0.3% 

02973  Univ  System  Benefits  Program 

50,179 

0.5% 

153,010 

1.1% 

153,139 

1.1% 

03007  Doe  Special  Projects 

58,171 

0.6% 

101,413 

0.7% 

101,709 

0.7% 

03010  Nps  04  Projects 

1,669,998 

17.8% 

1,669,998 

12.0% 

1,669,998 

12.0% 

03033  Energy/Fsd 

134,487 

1.4% 

171,019 

1.2% 

171,155 

1.2% 

03 1 00  Epa  /  Drinking  Water  Srf 

127,024 

1.4% 

158,672 

1.1% 

159,090 

1.1% 

03232  Drinking  Water  Srf  Ffy  00 

11,195 

0.1% 

- 

- 

- 

- 

03245  Wastewater  Treatment  Grant 

71,684 

0.8% 

- 

- 

- 

- 

03249  Nps  Implementation  Grant 

288,600 

3.1% 

449,952 

3,2% 

449,964 

3.2% 

03262  Epa  Ppg 

- 

- 

3,382,925 

24.3% 

3,378,690 

24.2% 

03302  Wetlands  Grant 

111,181 

1.2% 

647,708 

4.7% 

647,514 

4.6% 

03433  Epa  Perf  Partnership  Fy04-05 

1,796,032 

19.1% 

134 

0.0% 

63 

0.0% 

03435  Pm  2,5  Fiscal  Year  2004 

311,236 

3.3% 

326,704 

2.3% 

328,031 

2.4% 

03436  Nps  04  Staffing  &  Support 

986,046 

10.5% 

1,135,424 

8.2% 

1,132,986 

8.1% 

03437  Sep  Base  2004 

351,850 

3.7% 

594,225 

4.3% 

594,163 

4.3% 

03442  Dw  Srf  03 

339,979 

3.6% 

634,841 

4.6% 

633,453 

4.5% 

03457  Wpc  Srf  Fy03  Grant 

192,048 

2.0% 

309,858 

2.2% 

311,853 

2.2% 

03459  Doe  Competitive  Special  Proj 

23,323 

0.2% 

139,928 

1.0% 

140,356 

1.0% 

03667  Tmdl  Supplemental 

- 

- 

159,547 

1.1% 

159,772 

1.1% 

03676  Bureau  Of  Land  Management 

- 

- 

40,000 

0.3% 

40,000 

0.3% 

03687  Drinking  Water  Srf  Ffy02 

100,952 

1.1% 

- 

- 

- 

- 

03695  Srf  St  Tribal  Rel  Agrmt  Grant 

24,937 

0.3% 

46,035 

0.3% 

46,161 

0.3% 

03716  Doe -Omnibu 

54,492 

0.6% 

64,000 

0.5% 

64,000 

0.5% 

03814  Epa  Water  Quality  205J 

218,965 

2.3% 

207,094 

1,5% 

207,798 

1.5% 

03817  Emap 

128,567 

1.4% 

128,775 

0.9% 

129,080 

0.9% 

03818  Tmdl  Special  Projects 

27,783 

0.3% 

40,000 

0.3% 

40,000 

0.3% 

03953  Drinking  Water  Srf  99 

102.030 

1.1% 

, 

_ 

_ 

- 

Grand  Total 

$  9.388,883 

100.0% 

$    13.928,904 

100.0% 

$  13,933.146 

100.0% 

The  division  is  funded  with  general  fimd  and  a  variety  of  state  special  and  federal  special  revenue  sources.  The  division's 
primary  state  special  revenue  funds  are  the  fees  collected  for  air  quality  permits  and  a  portion  of  the  RIT  interest 
deposited  in  the  hazardous  waste/CERCLA  account.  The  largest  portion  of  federal  fiands  are  provided  through  the 
Environmental  Protection  Agency  (EPA)  programs,  including  the  performance  partnership  grant  and  non-point  source 
pollution  control  funding. 


Dept.  Of  Environmental  Quality 


C-63 


Plan.prevent.  &  Assist.div. 


Dept.  Of  Environmental  Quality 


20-Plan.prevent.  &  Assist.div. 


Present  Law  Adjustments  , ,      , 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

F 

iscal  2007 

State 
Special 

Federal 
Special 

Total 
Funds 

General                State 
FTE                  Fund                Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

763,375 

(173,767) 

(15,459) 

51,456 

762,798 

(173,739) 

(15,133) 

53,395 

Total  Statewide  Present  Law  Adjustments 

$625,605 

$627,321 

DP  2001  -  Water  Quality  Planning  Bureau  Operations  Adj 

0.00              22,346              30,331 

421,171 

473,848 

0.00 

16,208 

30,324 

418,233 

464,765 

DP  2002  -  Fiscal  &  Administrative  Unit  Operations  Adj 

0.00            (13,815)                4.608 

7,407 

(1,800) 

0.00 

(2,662) 

6,834 

6,984 

11,156 

DP  2003  -  Technical  &  Financial  Assistance  Bureau  Operat  Adj 

0.00                 1,811                23,377 

316,901 

342,089 

0.00 

1,804 

23,674 

317,715 

343,193 

DP  2004  -  Air  Energy  &  Pollution  Prevention  Bureau  Oper  Adj 

0.00               34,754             161,892 

321,911 

518,557 

0.00 

33,584 

163,049 

320,692 

517,325 

DP  2007  -  Water  Quality  Monitoring  TMDL  Completion 

9.00             630,705                        0 

1,432,879 

2,063,584 

9.00 

629,486 

0 

1,432,879 

2,062,365 

DP  201 9  -  Database  Maintenance  Costs  -  OTO 

0.00              25,000                      0 

0 

25.000 

0.00 

25,000 

0 

0 

25,000 

DP  2021  -  Statewide  FTE  Reduction 

(1.00)             (41,862)                        0 

0 

(41,862) 

(1.00) 

(41,862) 

0 

0 

(41,862) 

DP  2022  -  Water  Quality  Monitoring  TMDL  Completion-OTO 

0.00              165,000                        0 

0 

165.000 

0.00 

165,000 

0 

0 

165,000 

Total  Other  Present  Law  Adjustments 

8.00           $823,939           $220,208 

$2,500,269 

$3344,416 

8.00 

$826,558 

$223,881 

$2,496,503 

$3,546,942 

Grand  Total  All  Present  Law  Adjustments 

$4,170,021 

$4,174,263 

LFD 
COMMENT 


Statewide  Personal  Services 

Statewide  adjustments  are  made  to  account  for  all  changes  to  personal  services  occurring  in  the 
previous  biennium.  Among  the  factors  that  determine  changes  in  statewide  adjustments  are 
annualization  of  any  pay  plan  provided  by  the  2003  legislature,  fully  funding  positions  due  to 
vacancies  in  the  base  year,  other  changes  in  salary  due  to  promotions  or  changes  in  grade,  and  changes  in  the  cost  of 
benefits.  The  statewide  adjustments  in  this  program  add  ahnost  16.5  percent  to  the  base  year  expenditures.  In  addition, 
the  division  will  experience  an  increase  in  indirect  assessments  of  $147,402  to  the  base  year  to  account  for  the 
restoration  of  personal  services.  The  request  for  the  indirect  adjustment  will  be  accounted  for  in  individual  decision 
packages.  For  a  discussion  of  vacancies  in  this  agency,  please  see  the  agency  narrative. 


DP  2001  -  Water  Quality  Planning  Bureau  Operations  Adj  -  The  executive  recommends  $473,848  in  FY  2006  and 
$464,765  in  FY  2007  for  operating  adjustments.  The  request  consists  of  $326,000  in  each  year  for  contracted  services  to 
account  for  the  anticipated  increased  costs  associated  with  the  expedited  Total  Maximum  Daily  Load  (TMDL)  schedule 
and  to  annualize  contracts  released  late  due  to  delays  in  federal  funding  in  FY  2004.  The  adjustment  includes  $6,514 
each  year  for  travel  and  supplies  for  two  positions  that  were  vacant  during  the  base  year.  The  remaining  $80,000  covers 
the  indirect  charges  associated  with  increased  staffing. 
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ISSUK 


Please  see  agency  wide  issue  on  the  implementation  of  the  expedited  Total  Maximum  Daily  Load 
schedule. 


DP  2002  -  Fiscal  &  Administrative  Unit  Operations  Adj  -  The  executive  is  requesting  an  adjustment  of  $9,356  for  the 
biennium  due  to  vacancies  in  the  base  year.  The  adjustment  is  the  net  affect  of  a  reduction  in  contracted  services  of 
$16,272  and  increases  in  supplies  and  travel  of  $10,522,  and  indirect  charges  of  $15,106  associated  with  increased 
staffing.  In  addition,  general  fund  is  being  replaced  with  state  special  revenue  and  federal  revenue. 

DP  2003  -  Technical  &  Financial  Assistance  Bureau  Operat  Adj  -  The  executive  requests  the  following  operating 
adjustments  each  year  of  the  biennium: 

•  $249,473  in  contracted  services  ($25 1 ,597  in  FY  2007) 

•  $42,251  in  travel,  supplies,  and  communications 

•  $2,500  for  rent  in  non-state  owned  buildings 

•  $47,365  of  indirect  charges  associated  with  increased  staffing  ($46,241  in  FY  2007) 

The  adjustment  would  provide  for  increased  assistance  and  capacity  development  in  the  public  water  supply  program, 
increased  workload  on  the  State  and  Tribal  Agreement  Grant  (STAG),  and  annualization  of  the  federal  wetlands  grant 
due  to  late  receipt  from  the  federal  government. 

DP  2004  -  Air  Energy  &  Pollution  Prevention  Bureau  Oper  Adj  -  The  executive  requests  operating  adjustments  in  the 
Air  Energy  and  Pollution  Prevention  Bureau  as  follows: 

•  $266,0 1 7  of  federal  Department  of  Energy  funding  to  account  for  reduced  expenditures  in  the  base  year  due  to  a 
delay  caused  by  late  appropriations  from  Congress 

•  $66,315  to  increase  appropriations  for  travel,  communications,  and  materials  for  the  six  vacant  positions  during 
the  base  year 

•  $85,343  in  FY  2006  and  $82,636  in  FY  2007  for  indirect  costs  associated  with  increased  staffing. 


I.FD 
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hicreases  Due  to  Base  Year  Vacancies 

Funds  are  requested  to  increase  operating  costs  due  to  vacancies  in  the  base  year.  For  a  discussion 

of  department  vacancies,  please  see  the  agency  narrative. 


DP  2007  -  Water  Quality  Monitoring  TMDL  Completion  -  The  executive  budget  includes  a  request  to  provide  9.00  FTE 
and  contracted  services  to  increase  the  current  pace  and  efficiency  of  Total  Maximum  Daily  Load  (TMDL)  development 
in  order  to  comply  with  a  federal  district  court  order.  The  program  must  complete  all  1996  water  body  reassessments  and 
full  TMDL  development  for  eight  western  watersheds  by  2007,  and  complete  all  remaining  necessary  TMDL's  by  2012. 


LID 
ISSUK 


Please  see  the  agency  wide  issue  on  the  implementation  of  the  expedited  Total  Maximum  Daily  Load 
schedule. 


DP  2019  -  Database  Maintenance  Costs  -  OTO  -  This  one-time-only  budget  request  includes  $25,000  general  fund  each 
fiscal  year  for  the  design  and  development  of  software  and  associated  operating  costs.  This  system  would  be  used  both 
by  agency  staff  for  Sufficient  Credible  Data/Beneficial  Use  Determination  (SCD/BUD),  tasks  and  a  secured  version 
would  be  made  available  for  public  viewing  to  satisfy  Federal  Clean  Water  Act  reporting  requirements 
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DP  2021  -  Statewide  FTE  Reduction  -  This  decision  package  implements  an  FTE  reduction  equivalent  to  the  reductions 
taken  in  the  2003  legislative  session.  This  1.00  FTE  and  nearly  $42,000  general  fund  per  year  would  be  removed  from 
the  budget  permanently. 

DP  2022  -  Water  Quality  Monitoring  TMDL  Completion-OTO  -  This  one-time-only  request  would  support  two  one-time 
database  development  and  enhancement  projects,  to  enhance  data  use  entry  and  retrieval,  and  to  assist  in  carrying  all 
future  Total  Maximum  Daily  Load  (TMDL)  projects  to  completion. 


New  Proposals 

New  Proposals 

-Fiscal  ''007    

General               State 

Federal 

Total 

General 

State 

Federal 

Total 

Program                FTE                  Fund                Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  201 2  -  BLM  Funding  for  Water  Quality  Monitoring 
20              0.00                        0 

0 

40,000 

40,000 

0.00 

0 

0 

40,000 

40,000 

DP  201 6  -  Wetlands  Grants  Authority 

20              0.00                      0 

0 

330,000 

330,000 

0.00 

0 

0 

330,000 

330,000 

Total              0.00                     $0 

$0 

$370,000 

$370,000 

0.00 

$0 

$0 

$370,000 

$370,000 

DP  2012  -  BLM  Funding  for  Water  Qualitv  Monitoring  -  The  executive  recommends  $40,000  federal  special  revenue 
from  the  Bureau  of  Land  Management  (BLM)  each  year  to  provide  water  quality  monitoring  on  public  lands  managed  by 
BLM. 

DP  2016  -  Wetlands  Grants  Authority  -  The  department  requests  $330,000  federal  special  revenue  each  fiscal  year  to 
restore  base  level  fiuiding  caused  by  the  by  the  federal  wetland  grants  being  received  late  in  the  fiscal  year. 

Language 

"The  department  is  authorized  to  decrease  federal  special  revenue  money  in  the  water  pollution  control  and/or  drinking 
water  revolving  loan  programs  and  increase  state  special  revenue  money  by  a  like  amount  within  the  special 
administration  account  when  the  amount  of  federal  capitalization  funds  have  been  expended  or  federal  funds  and  bond 
proceeds  will  be  used  for  other  program  purposes." 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

14.00 

0.00 

0.00 

14.00 

0.00 

0.00 

14.00 

14.00 

Personal  Services 
Operating  Expenses 

659,987 
270,729 

33,612 
44,484 

0 
0 

693,599 
315,213 

33,842 
47,640 

0 
0 

693,829 
318,369 

1,387.428 
633,582 

Total  Costs 

$930,716 

$78,096 

$0 

$1,008,812 

$81,482 

$0 

$1,012,198 

$2,021,010 

General  Fund 
State/Other  Special 
Federal  Special 

370,865 
148,722 
411,129 

29,307 
102,620 
(53,831) 

0 
0 
0 

400,172 
251,342 
357,298 

30,627 
103,509 
(52,654) 

0 
0 
0 

401,492 
252,231 
358,475 

801,664 
503,573 
715,773 

Total  Funds 

$930,716 

$78,096 

$0 

$1,008,812 

$81,482 

$0 

$1,012,198 

$2,021,010 

Program  Description 

The  Enforcement  Division  is  the  central  control  for  activities  designed  to  facilitate  the  enforcement  of  the  statutes  and 
regulations  administered  by  the  department.  The  division  develops  department  enforcement  policies  and  procedures  for 
approval  by  the  director  and  ensures  they  are  implemented  in  a  consistent  manner  across  the  department.  The  division 
maintains  a  citizen  complaint  clearinghouse  and  information  tracking  system.  The  division  coordinates  the  legal  and 
technical  aspects  of  enforcement  cases,  both  administrative  and  judicial,  and  monitors  violators  to  determine  compliance 
with  department  orders. 

Program  Highlights 
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Major  Program  Highlights 


Increases  are  split  between  statewide  adjustments  and  a  like  amount 
due  to  increased  activity 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommend  by 

the  Governor. 


Program  Funding  Table 

Enforcement  Division 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$    370,865 

39.8% 

$    400,172 

39.7% 

$    401,492 

39.7% 

02075  Ust  Leak  Prevention  Program 

48,559 

5.2% 

73,980 

7.3% 

74,224 

7.3% 

02201  Air  Quality-Operating  Fees 

48,459 

5.2% 

73,866 

7.3% 

74,109 

7.3% 

02204  Public  Drinking  Water 

14,834 

1.6% 

42,125 

4.2% 

42,325 

4.2% 

02278  Mpdes  Permit  Program 

32,411 

3.5% 

34,974 

3.5% 

35,089 

3.5% 

02458  Reclamation  &  Development 

4,459 

0.5% 

4,816 

0.5% 

4,832 

0.5% 

02845  Junk  Vehicle  Disposal 

- 

- 

21,581 

2.1% 

21,652 

2.1% 

03067  Dsl  Federal  Reclamation  Grant 

16,708 

1.8% 

18,027 

1.8% 

18,087 

1.8% 

03228  L.U.S.T./Trust 

35,661 

3.8% 

38,479 

3.8% 

38,606 

3.8% 

03262  Epa  Ppg 

- 

- 

245,327 

24.3% 

246,135 

24.3% 

03433  Epa  Perf  Partnership  Fy04-05 

307,355 

33.0% 

- 

- 

- 

- 

03436  Nps  04  Staffing  &  Support 

51.405 

5.5% 

55,465 

5.5% 

55,647 

5.5% 

Grand  Total 

$    930,716 

100.0% 

$1,008,812 

100.0% 

$1,012,198 

100.0% 

The  Enforcement  division  is  primarily  funded  with  general  fund,  federal  EPA  partnership  grant  monies,  and  state  special 
revenue  sources  such  as  air  quality  fees,  junk  vehicle  fees,  and  public  drinking  water  funds  that  are  utilized  for 
enforcement  activities.  The  division  receives  RTT  funding  through  the  Reclamation  and  Development  Account. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fiscal  2006 

General               Slate 
FTE                  Fund                Special 

Federal 

Special 

Total 

Funds 

Ficral  2007 

FIE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

62,513 

(28,901) 

(2,306) 

5,205 

62,751 

(28,909) 

(2,260) 

5,499 

Total  Statewide  Present  Law  Adjustments 

$36,511 

$37,081 

DP  3001  -  Enforcement  Operations  Adjusmient 

0.00                14,761 

DP  3002  -  Enforcement  Vehicle  Lease 

0.00                      0 

8,914 
4,730 

13,180 
0 

36,855 
4,730 

0.00 
0.00 

15,853 
0 

9,574 
4,820 

14,154 
0 

39,581 
4,820 

Total  Other  Present  Law  Adjustments 

0.00            $14,761 

$13,644 

$13,180 

$41,585 

0.00 

$15,853 

$14394 

$14,154 

$44,401 

Grand  Total  All  Present  Law  Adjustments 

$78,096 

$81,482 

DP  3001  -  Enforcement  Operations  Adjustment  -  The  executive  requests  operating  costs  adjustments  for  anticipated 
increases  in  lab  analysis,  in-state  travel,  IT  consulting,  indirect,  and  printing  costs. 
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The  division  responded  to  908  complaints  in  FY  2004  and  handled  334  enforcement  cases.  The 
division  anticipates  handling  1000  complaints  and  350  enforcement  cases  in  FY  2006. 


DP  3002  -  Enforcement  Vehicle  Lease  -  The  executive  requests  authority  for  a  leased  vehicle  to  replace  a  department 
owned  vehicle  that  is  no  longer  reliable  and  has  high  mileage.  After  adjustments  for  gas  and  maintenance,  the  net  cost  of 
the  replacement  would  be  $4,730  in  FY  2006  and  $4,820  in  FY  2007. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 

of  funding. 


Program  Proposed  Budget 
Budeet  Item 

Base 
Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

63.75 

(2.00) 

0.00 

61.75 

(2.00) 

0.00 

61.75 

61.75 

Personal  Services 
Operating  Expenses 
Benefits  &  Claims 
Transfers 

2,606,998 

5,090,874 

0 

0 

407,696 

3,750,083 

4,100,000 

0 

0 

4,409,326 

0 

0 

3,014,694 

13,250,283 

4,100,000 

0 

407,499 

2,999,202 

0 

0 

0 

2,950,000 

0 

0 

3,014,497 

11,040,076 

0 

0 

6,029,191 

24,290,359 

4,100,000 

0 

Total  Costs 

$7,697,872 

$8,257,779 

$4,409326 

$20364,977 

$3,406,701 

$2,950,000 

$14,054373 

$34,419,550 

State/Other  Special 
Federal  Special 

2,096,708 
5,601,164 

4,775,081 
3,482,698 

2,200,000 
2,209,326 

9,071.789 
11,293,188 

374,877 
3,031,824 

2,000,000 
950,000 

4,471,585 
9,582,988 

13,543,374 
20,876,176 

Total  Funds 

$7,697,872 

$8,257,779 

$4,409326 

$20364,977 

$3,406,701 

$2,950,000 

$14,054373 

$34,419,550 

Program  Description 

The  Remediation  Division  protects  human  health  and  the  environment  by  preventing  exposure  to  hazardous  substances 
that  have  been  released  to  soil,  sediment,  surface  water,  or  groundwater.  The  division  also  ensures  compliance  with  state 
and  federal  regulations.  The  division's  responsibilities  include:  oversight,  investigation,  and  cleanup  activities  at  state 
and  federal  Superfimd  sites,  and  voluntary  cleanup  activities;  reclamation  of  abandoned  mine  lands;  implementation  of 
corrective  actions  at  sites  with  leaking  underground  storage  tanks;  and  oversight  of  groundwater  remediation  at  sites 
where  improper  placement  of  wastes  has  caused  groundwater  contamination.  This  division  is  divided  into  two  bureaus: 

1)  The  Hazardous  Waste  Site  Cleanup  Bureau  (HWSCB)  oversees  or  conducts  the  investigation  and  cleanup  of 
sites  contaminated  by  chemical  spills,  hazardous  substances  and  petroleum  released  by  industrial  and 
commercial  operations  other  than  mining.  The  bureau  works  with  the  Petroleum  Tank  Release  Compensation 
Board  for  eligibility  and  reimbursement  determinations,  and  provides  grants  to  local  governments  for 
compliance  assistance. 

2)  The  Mine  Waste  Cleanup  Bureau  (MWCB)  is  responsible  for  administering  and  overseeing  remedial  actions 
at  historical  mine  sites,  abandoned  mines,  ore-transport,  and  processing  facilities.  It  also  oversees  the 
provisions  of  the  federal  Comprehensive  Environmental  Response  and  Liability  Act  (CERCLA  or  federal 
superfund  program). 

Program  Highlights 
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Major  Program  Highlights 


The  executive  request  $4.1  million  of  orphan  share  funding  over  the 

biennium  to  cover  the  cost  of  cleanup;  when  responsible  parties  are 

bankrupt  or  otherwise  insolvent 

$2.0  million  per  year  in  bond  proceeds  would  be  used  to  cover  the 

state's  share  of  superfund  clean  up  activities  in  Libby 

$2.9  million  in  authority  is  requested  to  spend  federal  abandoned  mine 

grant  monies 

$1 .9  million  of  federal  authority  is  added  for  the  brownsfield  program 

that  is  designed  to  reclaim  contaminated  areas  and  prepare  them  for 

redevelopment 

Statewide    adjustments    contribute    significantly    to    the    requested 

increase 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommend  by 
the  Governor. 


Program  Funding  Table 

Remediation  Division 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

02058  Petroleum  Storage  Tank  Cleanup 

$  1,117,596 

14,5% 

$    1,291,554 

6.3% 

$     1,286,970 

9.2% 

02070  Hazardous  Waste-Cercla 

66,730 

0.9% 

23,955 

0.1% 

23,961 

0.2% 

02075  Ust  Leak  Prevention  Program 

(3) 

0.0% 

- 

- 

- 

- 

02162  Environmental  Quality  Protecti 

733.509 

9.5% 

1,224,157 

6.0% 

974,987 

6.9% 

02206  Agriculture  Monitoring 

6,479 

0.1% 

54,052 

0.3% 

7,603 

0.1% 

02472  Orphan  Share  Fund 

19,734 

0.3% 

4,125,000 

20.3% 

25,019 

0.2% 

02565  Lust  Cost  Recovery 

- 

- 

200,000 

1 .0% 

- 

. 

02775  Cercla  Go  Bonds 

- 

- 

2,000,000 

9.8% 

2,000,000 

14.2% 

02940  Pegasus  -  Basin 

152,663 

2.0% 

153,071 

0.8% 

153,045 

1.1% 

03036  Deq  -  Federal  Ami  Grant 

2,092,485 

27.2% 

- 

- 

- 

- 

03222  Lockwood  Superfund  Site 

101,945 

1.3% 

655,237 

3.2% 

255,219 

1.8% 

03228  L.U.S.T.A-rust 

468,628 

6.1% 

591,273 

2.9% 

541,681 

3.9% 

03256  Supertund  Core 

278,540 

3.6% 

- 

- 

- 

- 

03257  Superfiind  Multi-Site 

977,109 

12.7% 

2,370,319 

1 1 .6% 

1,110,979 

7.9% 

03262  Epa  Ppg 

- 

- 

147,582 

0.7% 

147,547 

1.0% 

03433  Epa  Perf  Partnership  Fy04-05 

101,566 

1.3% 

- 

- 

- 

. 

03438  Brownsfield  State  Response 

- 

- 

1,001,720 

4.9% 

1,001,309 

7.1% 

03439  Basin  Creek  Mine 

- 

- 

175,000 

0.9% 

175,000 

1.2% 

03447  Deq-Federal  Aml03  Grant 

1,580,891 

20.5% 

6,061,470 

29.8% 

6,060,635 

43.1% 

03463  Mine  Lease/Reclamation 

- 

- 

75,000 

0.4% 

75,000 

0.5% 

03468  Core  Cooperative  Grant-Fy05 
Grand  Total 

. 

_ 

215.587 
$  20,364,977 

1.1% 
100.0% 

215.618 
$  14.054.573 

1.5% 
100.0% 

$  7.697.872 

100.0% 

The  Remediation  division  is  funded  with  a  mix  of  state  special  revenue  and  federal  revenues.  The  division  does  not 
receive  any  general  fund.  State  special  revenue  comes  from  the  $.0075  gas  tax  for  petroleum  tank  cleanup,  registration 
fees  for  underground  storage  tanks,  and  interest  proceeds  from  the  resource  indemnity  trust  (RTF)  deposited  to  the 
environmental  protection,  orphan  share,  and  hazardous  waste  accounts.  Federal  revenue  is  derived  from  the  United  States 
Environmental  Protection  Agency  (EPA)  for  Superfund  oversight  and  various  other  activities,  and  the  United  States 
Office  of  Interior  funds  the  Abandoned  Mine  Lands  (AML)  program. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Present  Law  Adjustments 

1  tnn^ 

FTE 

General 
Fund 

iscal  2007 

General               State 
FTE                 Fund               Special 

Federal 
Special 

Total 
Funds 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

644,836 

(130,071) 

(5,460) 

57,443 

644,962 

(130,075) 

(5.263) 

58,786 

Total  Statewide  Present  Law  Adjustments 

$566,748 

$568,410 

DP  4001  -  Haz  Waste  Cleanup  Operations  Adjustment 
0.00                        0 

131,269 

(30,307) 

100,962 

0.00 

0 

84,997 

(30,490) 

54,507 

DP  4002  -  Mine  Waste  Cleanup  Operations  Adjustmen 
0.00                       0 

t 

4,000 

(33,874) 

(29,874) 

0.00 

0 

4,000 

(33,874) 

(29,874) 

DP  4003  -  Fiscal  &  Admin  Operations  Adjustment 
0.00                       0 

(49,400) 

70,857 

21,457 

0.00 

0 

(49,400) 

70,446 

21,046 

DP  4004  -  Technical  Services  Operations  Adjustment 
(2.00)                      0 

0 

(107,069) 

(107,069) 

(2.00) 

0 

0 

(107,388) 

(107,388) 

DP  4006  -  Haz  Waste  Cleanup  EQPF  Biennial  Authority 

0.00                       0             250,000 

0 

250,000 

0.00 

0 

0 

0 

0 

DP  4008  -  Mine  Waste  &  Abandoned  Mine  Land  Authority 

0.00                      0                      0 

2,900,000 

2,900,000 

0.00 

0 

0 

2,900,000 

2,900,000 

DP  4009  -  Lockwood  Biennial  Authority-Base 

0.00                        0 

0 

400,000 

400,000 

0.00 

0 

0 

0 

0 

DP  4010  -  Orphan  Share  Biennial  Authority  Oper .  Adj 
0.00                      0 

4,100,000 

0 

4,100,000 

0.00 

0 

0 

0 

0 

DP  4011  -Ustfields  OTO 

0.00                       0 

5,555 

50,000 

55,555 

0.00 

0 

0 

0 

0 

Total  Other  Present  Law  Adjustments 

(2.00)                      $0 

$4,441,424 

$3^49,607 

$7,691,031 

(2.00) 

$0 

$39^97 

$2,798,694 

$2,838,291 

Grand  Total  All  Present  Law  Adjustments 

$8,257,779 

$3,406,701 

Statewide  Personal  Services 


LID 
COMMENT 


Statewide  adjustments  are  made  to  accoimt  for  all  changes  to  personal  services  occurring  in  the 
previous  biennium.  Among  the  factors  that  determine  changes  in  statewide  adjustments  are  annualization  of  any  pay 
plan  provided  by  the  2003  Legislature,  fully  funding  positions  due  to  vacancies  in  the  base  year,  other  changes  in  salary 
due  to  promotions  or  changes  in  grade,  and  changes  in  the  costs  of  benefits.  The  statewide  adjustments  in  this  program 
add  almost  20  percent  to  the  base  year  expenditures.  In  addition,  the  division  will  experience  an  increase  in  indirect 
assessments  of  $128,578  to  the  base  year  to  account  for  the  restoration  of  personal  services.  The  request  for  the  indirect 
adjustment  will  be  accounted  for  in  individual  decision  packages.  For  a  discussion  of  vacancies  in  this  agency,  please 
see  agency  narrative. 


DP  4001   -  Haz  Waste  Cleanup  Operations  Adjustment  -  The  executive  is  requesting  the  following  operational 
adjustments  each  year  of  the  biennium: 

•  $6,099  for  rent  for  non-state  owned  buildings 

•  $10,806  for  travel  and  operating  expenses  for  4.00  FTE  that  were  vacant  during  the  base  year 

•  $2,546  for  computer  equipment 

•  $1 5,74 1  to  fund  increased  indirect  charges  due  to  increased  staffmg. 

FY  2006  also  includes  increased  authority  for  agriculture  monitoring  for  contracted  services. 
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1  LI  1) 
1  ISSUE 

Increases  Due  to  Base  Year  Vacancies 

Funds  are  requested  to  increase  operating  costs  due  to  vacancies  in  the  base  year.   For  a  discussion  of 
department  vacancies,  please  see  the  agency  narrative 

DP  4002  -  Mine  Waste  Cleanup  Operations  Adjustment  -  The  executive  budget  includes  an  overall  operating  cost 
reduction  of  $48,610  per  year  due  to  a  rent  decrease  and  moving  expenses  associate  with  moving  to  a  state  owned 
building  that  are  partially  offset  by  increases  in  travel  ($2,893),  operating  expenses  ($13,297)  and  computer  equipment 
($2546),  due  to  a  vacancy  in  the  base  year.  This  would  be  funded  with  predominantly  federal  EPA  dollars. 


LFD 
ISSUE 


Increases  Due  to  Base  Year  Vacancies 

Fimds  are  requested  to  increase  operating  costs  due  to  vacancies  in  the  base  year.    For  a  discussion  of 
department  vacancies,  please  see  the  agency  narrative. 


DP  4003  -  Fiscal  &  Admin  Operations  Adjustment  -  The  executive  recommends  operational  costs  adjustments  that  are 
the  net  of  a  reduction  of  $42,880  in  FY  2006  for  decreased  rent  and  non  recurring  moving  expenses,  and  an  increase  of 
$64,337  in  contracted  and  temporary  services  and  training  to  adjust  for  vacancies  during  the  base  year.  FY  2007 
represents  a  similar  adjustment. 


LEI) 
ISSUE 


Increases  Due  to  Base  Year  Vacancies 

Funds  are  requested  to  increase  operating  costs  due  to  vacancies  in  the  base  year.   For  a  discussion  of 
department  vacancies,  please  see  the  agency  narrative 


DP  4004  -  Technical  Services  Operations  Adjustment  -  The  budget  includes  a  reduction  due  to  internal  agency 
reorganization  where  two  information  technology  positions  were  moved  from  the  Remediation  Division  to  the  Central 
Management  Division. 


LED 
COMMENT 


The  FTE  are  now  being  funded  through  the  non-budgeted  proprietary  fund. 


DP  4006  -  Hazard  Waste  Cleanup  EOPF  Biennial  Authority  -  The  executive  budget  includes  a  $250,000  state  special 
revenue  biennial  appropriation  request  for  continued  contracted  services  support  for  cost  recovery  litigation  in 
Environmental  Quality  Protection  Fund  (EQPF).  These  expenses,  as  well  as  remedial  costs,  would  be  recovered  when 
litigation  is  complete. 


LEI) 
ISSUE 


The  department  spent  $30, 11 3  in  legal  fees  and  court  costs  from  the  environmental  quality  protection 
fund  in  FY  2004  from  the  Remediation  Division's  general  appropriation.  This  decision  package  seeks  to 
add  additional  authority  for  this  purpose.  The  legislature  may  wish  to  restrict  the  appropriation  for  the 

intended  use  and  designate  the  appropriations  as  a  one-time  only  authorization  to  provide  for  a  review  of  the 

expendittires  by  the  2007  legislature. 


DP  4008  -  Mine  Waste  &  Abandoned  Mine  Land  Authority  -  The  executive  requests  $2.9  million  each  fiscal  year  of  the 
2007  biennium  to  allow  the  expenditure  of  previously  awarded  abandoned  mine  federal  funds  of  $2.8  million  that  were 
not  expended  as  planned,  because  of  forest  closures  due  to  ongoing  drought  conditions.  The  remaining  $100,000  in 
authority  is  for  superfiuid  multi  sites  dollars,  as  remediation,  because  the  EPA  and  the  department  have  not  completed 
planning  and  review  work  as  rapidly  as  initially  planned. 
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DP  4009  -  Lnckwood  Biennial  Authoritv-Base  -  The  executive  requests  a  $400,000  biennial  appropriation  of  federal       j 
authority  to  continue  as  technical  lead  for  the  Lockwood  Solvent  Ground  Water  Plume.  The  department  would  continue       1 
the  monitoring/sampling  program,  and  after  the  consent  decree  is  complete,  provide  oversight  and  technical  expertise  for 
the  remedial  design  and  action  on  this  Superfund  site. 

DP  4010  -  Orphan  Share  Biennial  Authority  Oner  .  Adj.  -  The  executive  budget  includes  a  request  for  a  $4.1  million  state 
special  revenue  biennial  appropriation  from  the  orphan  share  account  to  reimburse  eligible  remedial  action  costs  from 
contaminated  sites,  and  to  defend  the  orphan  share  during  the  liability  allocation  process.  The  orphan  share  account  is 
funded  primarily  by  the  resource  indemnity  and  ground  water  assessment  taxes  (RIGWA). 


LFD 
ISSUE 


There  are  currently  two  petitions  for  orphan  share  fund  for  liability  allocation:  1)  Darby  Lumber  Company 
for  the  S&W  Sawmill;  and  2)  the  City  of  Bozeman  for  the  CMC  Asbestos  Bozeman  facility.  The  Bozeman 
project  is  scheduled  to  start  and  be  completed  in  the  2007  biennium.  The  Darby  project  may  begin  during 
the  2007  biennium. 


The  orphan  share  account  receives  the  remainder  of  the  Resource  Indemnity  Ground  Water  Assessment  (RIGWA)  tax 
after  all  other  allocations  are  made.  The  balance  of  the  orphan  share  fiand  will  fluctuate  based  on  the  amount  of  RIGWA 
tax  collected  and  the  obligations  prior  to  the  deposit  into  the  orphan  share  account.  The  legislature  may  wish  to 
designate  this  funding  as  one-time  only  and  not  add  authority  to  the  base. 

After  revenues,  interest,  and  appropriations  are  accoimted  for,  the  fund  balance  for  fiscal  year  end  2007  is  estimated  to 
be  $6.4  million.  For  a  fiirther  discussion  of  RIGWA  and  related  issues,  see  the  "Agency  Narrative"  in  the  Department 
of  Natural  Resources  in  this  Volume. 


DP  4011  -  Ustfields  OTO  -The  executive  requests  a  one-time  only  appropriation  of  $5,555  in  state  special  revenue 
(petroleum  tank  cleanup  fimd)  to  match  a  $50,000  federal  grant  in  FY  2006  to  clean  up  abandoned  sites  contaminated 
with  petroleum. 


New  Proposals 

New  Proposals 

Fisc 

General 
Program               FTE                 Fund 

-Fiscal  2007 - 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  4005  -  Brownsfields  Grant  Authority 

40              0.00                        0 
DP  4007  -  Lust  Cost  Recovery  Biennial  Authority 

40              0.00                      0 
DP  4012  -  Libby  Asbestos  Troy  Biennial  Authority 

40              0.00                       0 
DP  4013  -  CERCLA  Bond  Sales 

40              0.00                        0 

0 

200,000 

0 

2,000,000 

950,000 

0 

1,259,326 

0 

950,000 

200,000 

1,259,326 

2,000,000 

0.00 
0.00 
0.00 
0.00 

0 
0 
0 
0 

0 

0 

0 

2,000,000 

950,000 
0 
0 
0 

950,000 

0 

0 

2,000,000 

Total              0.00                     $0 

$2,200,000 

$2,209,326 

$4,409,326 

0.00 

$0 

$2,000,000 

$950,000 

$2,950,000 

DP  4005  -  Brownsfields  Grant  Authority  -  The  executive  recommends  $950,000  federal  special  revenue  each  year  of  the 
2007  biennium  for  the  division's  federal  brownfield's  grant.  A  brownfield  is  a  property,  the  expansion,  redevelopment,  or 
reuse  of  which  may  be  complicated  by  the  presence  or  potential  presence  of  a  hazardous  substance,  pollutant,  or 
contaminant.  The  federal  grant  program  funds  cleanup  to  increase  opportunities  for  development  and  reuse  of 
contaminated  sites. 

DP  4007  -  Lust  Cost  Recovery  Biennial  Authority  -  The  executive  requests  a  $200,000  state  special  revenue  biennial 
appropriation  to  recover  federal  grant  funds  expended  in  the  cleanup  of  contaminafion  from  underground  storage  tanks. 
Under  Leaking  Underground  Storage  Tank  (LUST)  federal  law,  any  state-recovered  monies  are  to  be  used  for  cleanup  of 
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other  sites  also  meeting  these  site  definitions.  The  recovered  funds  would  supplement  the  LUST  program  to  continue 
cleanup  efforts  where  owners/operators  of  certain  tanks  are  insolvent  or  recalcitrant. 

DP  4012  -  Libbv  Asbestos  Troy  Biennial  Authority  -  The  executive  requests  $1,259,326  in  federal  special  revenue 
biennial  authority  for  site  investigation  at  the  Libby  Troy  Asbestos  site.  The  town  of  Troy  is  part  of  the  Libby  Asbestos 
Site.  The  remedial  investigation  activities  are  intended  to  identify  properties  in  the  Troy  area  with  Libby  asbestos 
contamination.  Federal  funding  will  begin  in  FY  2005.    The  investigation  is  planned  for  completion  in  three  years. 


Ill) 
COMMKNT 


After  the  remedial  investigation  activities  are  complete,  a  record  of  decision  will  be  released.  The 
record  of  decision  (ROD)  is  a  public  dociraient  that  explains  which  cleanup  alternatives  will  be  used 
to  clean  up  a  Superfund  site. 


DP  4013  -  CERCLA  Bond  Sales  -  The  executive  requests  $2  million  state  special  revenue  each  year  of  the  biennium  to 
spend  bond  proceeds.  This  funding  would  support  state  obligations  at  the  Libby/Troy,  Basin/ 10-Mile,  and  East  Helena 
national  priority  list  sites  in  Montana. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 

of  ftinding. 


Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 

Proposals 

Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

175.70 

10.75 

2.75 

189.20 

10.75 

2.75 

189.20 

189.20 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 
Transfers 

8,095,403 

12,236,964 

12,621 

1,457,581 

0 

1,036,182 

28,382,778 

0 

316,599 

0 

110,506 

72,859 

0 

0 

0 

9,242,091 

40,692,601 

12,621 

1,774,180 

0 

1,014,872 

(5,637,641) 

0 

431,998 

0 

1 10,208 

(111,541) 

0 

0 

0 

9,220,483 

6,487,782 

12,621 

1,889,579 

0 

18,462,574 

47,180,383 

25,242 

3,663,759 

0 

Total  Costs 

$21,802,569 

$29,735359 

$183365 

$51,721,493 

($4,190,771) 

($1333) 

$17,610,465 

$69331,958 

General  Fund 
State/Other  Special 
Federal  Special 

814,615 
13,858,251 
7,129,703 

14,059 

27,564,043 

2,157,457 

0 

169,10! 

14,264 

828,674 

41,591,395 

9,301,424 

15,586 
(2,315,862) 
(1,890,495) 

0 

159,563 

(160.896) 

830,201 
11,701,952 
5,078,312 

1,658,875 
53,293,347 
14,379,736 

Total  Funds 

$21,802369 

$29,735,559 

$183365 

$51,721,493 

($4,190,771) 

($1333) 

$17,610,465 

$69331,958 

Program  Description 

The  Permitting  and  Compliance  Division  administers  all  DEQ  permitting  and  compliance  activities  based  on  25  state 
regulatory  and  five  related  federal  authorities.  The  division: 

1)  reviews  and  assesses  environmental  permit  applications  (coordinating  with  other  state,  local,  and  federal 
agencies)  to  determine  control  measures  needed  to  ensure  compliance  with  the  law  and  to  prevent  land,  water, 
and  air  conditions  detrimental  to  public  health,  welfare,  safety,  and  the  environment; 

2)  prepares  supporting  environmental  documents  under  the  Montana  Environmental  Policy  Act  and  provides 
training  and  technical  assistance  when  needed; 

3)  inspects  to  determine  compliance  with  permit  conditions,  laws  and  rules;  and 

4)  provides  assistance  to  resolve  the  facility's  compliance  issues  when  problems  are  discovered,  and  when 
necessary,  recommends  formal  enforcement  actions  to  the  Enforcement  Division. 

Activities  are  organized  into  six  bureaus:  Air  Management  Bureau  (air);  Industrial  and  Energy  Minerals  Bureau  (coal, 
uranium,  opencut);  Environmental  Management  Bureau  (hard  rock,  facility  siting);  Public  Water  and  Subdivision  Bureau 
(public  water  supply  and  subdivision);  Water  Protection  Bureau  (water  discharge);  and  Waste  and  Underground  Tank 
Management  Bureau  (solid  waste,  junk  vehicles,  septage  pumpers,  hazardous  waste,  asbestos,  underground  storage 
tanks). 

Program  Highlights 


Permitting  and  Compliance  Division 
Major  Program  ffighlights 


10.75  FTE  are  being  requested  to  assist  with  workload  issues 

The  executive  is  requesting  base  adjustments  to  operating  expenses 

due  to  vacant  positions 

Hard  rock  mining  and  MFSA  activities,  including  bond  proceeds,  total 

almost  $20.0  million  in  state  special  revenue 
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Major  LFD  Issues 


Recruitment  and  retention  issues  impact  operations 

Some  requested  base  adjustments  are  already  in  the  base  budget 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommend  by 
the  Governor. 


Program  Funding  Table 

Permitting  &  Compliance 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

ProKram  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$     814,615 

3.7% 

$     828,674 

1.6% 

$     830,201 

4.7% 

02054  Ust-lnstaller  Lie  &  Permit  Ace 

77,615 

0.4% 

78,272 

0.2% 

78,450 

0.4% 

02065  Washington  Gulch  Bond  Forfeit 

534 

0.0% 

- 

. 

- 

. 

02067  C  R  Kendall  Bond  Forfeiture 

. 

- 

- 

. 

- 

02070  Hazardous  Waste-Cercla 

512,821 

2,4% 

525,709 

1.0% 

526,649 

3.0% 

02075  Usi  Leak  Prevention  Program 

302,457 

1.4% 

286,335 

0.6% 

278,721 

1.6% 

02096  Reclamation  -  Bond  Forfeitures 

76,872 

0.4% 

22,106,084 

42.7% 

- 

- 

02130  Zort/Land  Exploration  Bond  For 

60,909 

0.3% 

142,000 

0.3% 

- 

. 

02 1 38  Zort/Land  Open  Cut  Bond  Forfei 

255,618 

1.2% 

- 

- 

- 

- 

02157  Solid  Waste  Management  Fee 

523,131 

2.4% 

587,763 

1.1% 

577,226 

3.3% 

02201  Air  Quality-Operating  Fees 

2,252,524 

10.3% 

2,898,112 

5.6% 

2,821,318 

16.0% 

02202  Asbestos  Control 

144,705 

0.7% 

168,143 

0.3% 

168,810 

1.0% 

02204  Public  Drinking  Water 

684,121 

3.1% 

736,101 

1.4% 

725,830 

4.1% 

02278  Mpdes  Permit  Program 

822,130 

3.8% 

1,504,424 

2.9% 

1,486,825 

8.4% 

02418  Subdivision  Plat  Review 

950,471 

4.4% 

1,254,757 

2.4% 

1,054,757 

6.0% 

02420  Bd  Of  Cert  For  W&Ww  Op 

74,129 

0.3% 

110,742 

0.2% 

1 10,742 

0.6% 

02421  Hazardous  Waste  Fees 

5,212 

0.0% 

55,227 

0.1% 

55,227 

0.3% 

02428  Major  Facility  Siting 

14,957 

0.1% 

300,000 

0.6% 

- 

- 

02438  Pegasus  -  Beal  Mountain 

147,849 

0.7% 

- 

- 

- 

02458  Reclamation  &  Development 

1,414,378 

6.5% 

1,679,304 

3.2% 

1,564,217 

8.9% 

0252 1  Pegasus  Bankruptcy/Operations 

765,965 

3.5% 

1,500,000 

2.9% 

- 

02777  Open  Cut  Mining  Permit  Fees 

- 

- 

166,732 

0.3% 

157,278 

0.9% 

02845  Junk  Vehicle  Disposal 

1,574,877 

7.2% 

1,961,807 

3.8% 

2,065,869 

11.7% 

02945  Zortman  Reclamation  -  Comp  Bid 

4 

0.0% 

. 

. 

- 

02946  Landusky  Reclamation-Comp  Bid 

2,667,014 

12.2% 

- 

- 

- 

- 

02947  Zortman/Landusky  Nitrate  Systm 

- 

- 

- 

- 

- 

- 

02952  Zortman  Recl-Ust  ( 1 ,500.000) 

388,640 

1.8% 

- 

- 

- 

- 

02953  Landusky  Recl-Ust  (1,500,000) 

113,205 

0.5% 

- 

- 

- 

- 

02954  Septage  Fees 

26,409 

0.1% 

29,883 

0.1% 

30,033 

0.2% 

02960  Glacier  General  Insurance  Co 

1,704 

0.0% 

. 

. 

- 

- 

02988  Hard  Rock  Mining  Reclamation 

- 

- 

5,500,000 

10.6% 

- 

- 

03040  Operator  Training  Reimbursemnt 

151,098 

0.7% 

535,480 

1.0% 

548,369 

3.1% 

03067  Dsl  Federal  Reclamation  Grant 

984,246 

4.5% 

1.043,977 

2.0% 

1,048,101 

6.0% 

0307 1  Us  Forest  Service  Agreement 

4,370 

0.0% 

- 

- 

- 

- 

03262  Epa  Ppg 

- 

- 

2,732,048 

5.3% 

2,665,514 

15.1% 

03326  Blm  For  Zortman  &  Landusky 

2,076,613 

9.5% 

4,000,000 

7.7% 

- 

- 

03433  Epa  Perf  Partnership  Fy04-05 

2,855,491 

13.1% 

- 

- 

03434  Epa  Data  Integration 

- 

- 

- 

- 

03436  Nps  04  Staffing  &  Support 

88,652 

0.4% 

95,813 

0.2% 

96,073 

0.5% 

03438  Brownsfield  State  Response 

- 

- 

175,000 

0.3% 

- 

03440  DwSrf  03 

- 

- 

634,106 

1.2% 

635,255 

3.6% 

03442  DwSrf  03 

123,071 

0.6% 

- 

- 

- 

- 

03672  Forest  Service  -  Beal  Mtn 

513,733 

2.4% 

- 

- 

- 

- 

03687  Drinking  Water  Srf  Ffy02 

181,673 

0.8% 

- 

- 

- 

03798  Homeland  Water  System  Security 

137,343 

0.6% 

85.000 

0.2% 

85,000 

0.5% 

03973  Epa  Zortman/Landusky  Eis 

13.413 

0.1% 

. 

. 

. 

- 

Grand  Total 

21,802,569 

100.0% 

51,721,493 

100.0% 

17,610,465 

100.0% 

The  division  is  funded  with  general  fiind  and  a  variety  of  state  and  federal  revenue  sources.  The  general  fund  provides 
four  percent  of  the  total  funding  and  supports  operating  expenses. 
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State  special  revenues  consists  of  forfeited  hard  rock  reclamation  bonds,  proceeds  from  reclamation  bonds,  and  fees 
collected  for  various  activities,  such  as  air  permits,  junk  vehicle  fines,  and  subdivision  reviews.  The  division  also 
receives  Resource  Indemnity  Trust  (RIT)  interest  via  the  reclamation  and  development  account. 

Federal  revenue  sources  include  the  Environmental  Protection  Agency,  the  Bureau  of  Land  Management,  and  the 
Department  of  State  Lands. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  apphed  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fis 

General 

cal  2006       



Fiscal  '>nn7 

State 

Federal 

Total 

General 

Ideal  »uu  / 

State 

Federal 

Total 

FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

889,552 

887,311 

Vacancy  Savings 

(359,405) 

(359,304) 

Inflation/Deflation 

(26,861) 

(26,308) 

Fixed  Costs 

101.880 

105,386 

Total  Statewide  Present  Law  Adjustments 

$605,166 

$607,085 

DP  5001  -  Air  Operating  Adjustment 

0.00                1,803 

78,413 

9,914 

90,130 

0.00 

1,935 

84,188 

10,645 

96.768 

DP  5002  -  Industrial  &  Energy  Minerals  Bur.  Operating  Adj 

0.00                 4,171 

97,276 

24,859 

126,306 

0.00 

3,316 

39,706 

30,166 

73,188 

DP  5003  -  Environmental  Mgmt  Bureau  Admin  Operating  Adjust 

0.00                17,080 

34,678 

0 

51,758 

0.00 

18,143 

36,837 

0 

54,980 

DP  5004  -  Hard  Rock  and  MFSA  Projects  Operating 

Adjustments 

0.00                        0 

25,054,772 

1,391,871 

26,446,643 

0.00 

0 

(4,493,312) 

(2.608,129) 

(7.101.441) 

DP  5005  -  Public  Water  &  Subdivisions  Operations  Adjustment 

0.00                      0 

76,325 

458,086 

534,411 

0.00 

0 

75,176 

473,273 

548,449 

DP  5006  -  Water  Protection  Bureau  Operating  Adjustment 

0.00                2,210 

34,430 

22,397 

59,037 

0.00 

2,395 

37,544 

23,569 

63,508 

DP  5007  -  PCD  Administration  Operating  Adjustment 

0.00                      0 

5,000 

0 

5,000 

0.00 

0 

5.000 

0 

5,000 

DP  5008  -  Waste  &  Underground  Tank  Mngmt  Operating  Adj 

0.00                1,069 

179,762 

650 

181,481 

0.00 

1,407 

184,306 

2,632 

188,345 

DP  5010  -  Water  Protection  Bureau  Wastewater  Permitting 

5.00                      0 

371,702 

0 

371,702 

5.00 

0 

342,079 

0 

342,079 

DP  501 1  -  Air  Permitting  of  Oil  and  Gas  Production 

3.00                      0 

401,137 

0 

401,137 

3.00 

0 

362,113 

0 

362.113 

DP  501 3  -  Air  Quality  Research  Technical  Study-OTO 

0.00                        0 

0 

50,000 

50,000 

0.00 

0 

0 

0 

0 

DP  5015  -  Public  Water  Supply  &  Subdivision  FTE 

2.75                      0 

81,807 

59,450 

141,257 

2.75 

0 

72,685 

59,450 

132.135 

DP  50 1 6  -  Increase  Grants  to  Counties 

0.00                      0 

316,599 

0 

316,599 

0.00 

0 

431,998 

0 

431,998 

DP  501 8  -  Permitting  &  Compliance  Division  -  Vehicles 

0.00                      0 

4,932 

0 

4,932 

0.00 

0 

5,022 

0 

5,022 

DP  5024  -  Permitting  &  Compliance  Division  Data  Management 

0.00                      0 

150,000 

0 

150,000 

0.00 

0 

0 

0 

0 

DP  5025  -  Subdivision  Training  &  Review 

0.00                        0 

200,000 

0 

200,000 

0.00 

0 

0 

0 

0 

Total  Other  Present  Law  Adjustments 

10.75             $26333 

$27,086,833 

$2,017,227 

$29,130393 

10.75 

$27,196 

($2,816,658) 

($2,008394) 

($4,797,856) 

Grand  Total  All  Present  Law  Adjustments 

$29,735,559 

($4,190,771) 

DP  5001  -  Air  Operating  Adjustment  -  The  executive  requests  an 
classification  of  a  position,  and  to  account  for  agency  indirect  changes 


operating  adjustment  to  correct  for  an  incorrect 
resulting  from  increased  staffing. 
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DP  5002  -  Industrial  &  Energy  Minerals  Bur.  Operating  Adi  -  The  budget  includes  operating  adjustments  for  FY  2006 

of: 

$50,000  for  contracted  services  to  support  personal  desktop  GIS  projects  (FY  2007:  $5,000) 

$38,249  to  fund  increased  indirect  charges  due  to  increased  staffing  (FY  2007:  $42,143) 

$24,269  for  personal  services  due  to  an  anticipated  retirement  payout  and  overtime  (FY2007:  $6,365) 

$2,500  for  rent  increases  in  non-state  owned  buildings  (FY2007:  $7,791) 

$1 1 ,288  for  operating  expenses  including  travel,  field  supplies  and  computers.  (FY2007:  $1 1 ,889) 

The  adjustment  would  be  funded  with  reclamation  and  development  monies  ($97,726),  federal  reclamation  dollars  ($ 

24,589)  and  general  fund  ($4,171). 


LFD 
ISSUK 


Overtime  expenditures  are  not  part  of  the  base  budget.  The  FY  2004  spending  level  for  overtime  was  $1,931. 
The  adjustment  includes  overtime  authority  of  $5,394  per  year.  If  the  legislature  wishes  to  maintain  the  FY 
2004  level  of  overtime  expenditures,  the  decision  package  should  be  reduced  by  $3,463,  per  year. 


DP  5003  -  Environmental  Mgmt  Bureau  Admin  Operating  Adjust  -  The  executive  request  operating  adjustments  to  pay 
for  increased  costs  for  assistance  on  environmental  assessment  contracts,  lab  analysis,  printing,  and  supplies,  as  well  as 
restore  travel  and  indirect  assessments  due  to  vacancies  during  the  base  year.  This  includes  authority  for  the  MFSA 
program  that  would  fund  the  operating  expenses  deemed  necessary  by  the  department  to  work  on  projects  no  longer 
covered  by  fees  but  still  required  by  law. 


LFD 
ISSUE 


The  Major  Facility  Siting  Act  (MFSA)  went  through  a  number  of  changes  in  the  2001  and  2003 
legislative  sessions.  The  legislature  also  found  the  purposes  of  MFSA  are  to:  ensure  the  protection  of 
the  state's  environmental  resources;  ensure  the  consideration  of  socioeconomic  impacts;  provide 
citizens  with  an  opportunity  to  participate  in  facility  siting  decisions;  and  establish  a  coordinated  and 
efficient  method  for  the  processing  of  all  authorizations  required  for  regulated  facihties.  MSFA  requires  a  certificate  of 
compliance  fi^om  the  department  for  certain  major  pipelines  and  electric  transmission  lines.  When  the  act  was  amended, 
certification  criteria  were  changed.  However,  monitoring  requirements  were  not.  This  created  the  situation  where  a  site 
that  met  the  criteria  before  the  statute  change  still  needs  to  be  monitored  although  it  does  not  need  to  be  certified  under 
current  criteria.  The  monitoring  is  now  done  as  required,  but  without  fees.  The  legislature  may  wish  to  propose 
legislation  to  correct  this  situation  and  provide  for  the  collection  of  fees  for  monitoring  activity. 


DP  5004  -  Hard  Rock  and  MFSA  Projects  Operating  Adjustments  -  The  executive  budget  includes  $26.5  million  in  FY 
2006  and  a  reduction  of  $7.1  million  in  FY  2007  for  projects  administered  by  the  hard  rock  and  MFSA  programs. 
Projects  include  contracted  reclamation  of  MFSA  review  activities  and  mine  sites.  Funding  includes  $5.5  million  in 
fimds  raised  from  the  sale  of  general  obligation  bonds,  $19.3  million  in  bond  forfeitures  or  settlement  agreements,  $1.4 
million  in  federal  hard  rock  monies,  and  $0.3  million  in  MFSA  fees. 


LFI) 
COMMENT 


The  majority  of  the  funding  under  this  decision  package  is  from  forfeited  reclamation  bonds  or 
various  fmancial  settlements.  This  fimding  is  specific  to  the  sites  and  the  corporations  mining  in 
Montana.  Reclamation  is  an  ongoing  process  where  bonds  and  settlements  occur  throughout  the  life 

of  the  mining  project.  The  authority  requested  represents  an  estimate  of  the  work  that  may  be  completed  in  the  2007 

biennium.  The  executive  is  requesting  a  restricted  biennial  appropriation. 


DP  5005  -  Public  Water  &  Subdivisions  Operations  Adjustment  -  The  department  requests  operational  costs  adjustments 
in  the  public  water  and  subdivision  bureau.  The  adjustment  includes: 

$22,370  for  anticipated  overtime 

$21 ,583  in  contract  services 

$25,814  in  employee  travel 

$173,076  of  non-employee  travel 

$6,633  for  rent  in  non-state  owned  buildings 
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•  $173,600  for  training 

•  $97,028  of  increased  indirect  costs  due  to  increased  staffing  for  each  year 

Funding  is  from  state  special  revenue  of  public  drinking  water  fees,  hazardous  waste/CERCLA  funds,  and  subdivision 
review,  supplemented  with  federal  dollars  for  wastewater  operator  training,  EPA  partnership  grant,  and  drinking  water 
dollars.  The  adjustment  is  the  result  of  vacancies  and  conversion  of  operator  certification  testing  and  study  materials  to 
nationally  accepted  standards. 


LFD 
ISSUE 


year. 


Expenditures  for  overtime  are  not  part  of  the  base  budget.  The  FY  2004  spending  level  for  overtime  was 
$15,745.  The  decision  package  includes  overtime  authority  of  $22,370  per  year.  If  the  legislature  wishes  to 
maintain  the  FY  2004  level  of  overtime  expenditures,  the  decision  package  should  be  reduced  by  $6,625  per 


In  addition,  DP  5015  adds  2.5  FTE  to  the  public  water  program  and  0.25  FTE  to  the  subdivision  program.  The 
department  contends  that  overtime  is  still  needed  with  the  new  FTE  due  to  fluctuating  workload  in  the  two  programs. 
The  legislature  may  wish  to  consider  approving  either  the  overtime  or  the  FTE  since  both  would  address  the  workload 
issues. 


LFD 
ISSUE 


Increases  Due  to  Base  Year  Vacancies 

Funds  are  requested  to  increase  operating  costs  due  to  vacancies  in  the  base  year.    For  a  discussion  of 

department  vacancies,  please  see  the  agency  narrative 


DP  5006  -  Water  Protection  Bureau  Operating  Adjustment  -  The  executive  requests  $1 22,545  over  the  2007  biennium  to       J 
restore  $16,000  of  analytical  costs,  $30,620  for  travel,  and  $73,565  of  increased  indirect  costs  due  to  vacancies  in  the 
base  year. 


LFD 
ISSUE 


Increases  Due  to  Base  Year  Vacancies 

Funds  are  requested  to  increase  operating  costs  due  to  vacancies  in  the  base  year.   For  a  discussion  of 

department  vacancies,  please  see  the  agency  narrative 


DP  5007  -  PCD  Administration  Operating  Adjustment  -  The  executive  requests  an  operating  adjustment  of  $5,000  for 
each  fiscal  year  of  the  2007  biennium.  This  addition  would  fund  $3,000  of  contracted  services  to  assist  with  personnel 
issues  and  increase  travel  by  $2,000.  This  would  be  funded  with  state  special  revenue  from  the  reclamation  and 
development  fund. 


DP  5008  -  Waste  &  Underground  Tank  Mngmt  Operating  Adj  -  The  executive  requests  an  operating  adjustment  in  the 
solid  waste,  asbestos,  and  junk  vehicle  programs.  This  amount  includes  in  each  year  of  the  biennium: 

•  $2,079  for  overtime  commensurate  with  FY  2004  expenditures 

•  $88,090  hired  hauling  cost  for  the  removal  of  abandoned  vehicles 

•  $44, 1 64  in  contracted  services 

•  $  1 ,000  for  field  equipment 

•  $  1 ,273  for  computer  hardware 

Indirect  cost  increases  due  to  increased  staffing  would  add  $30,175  in  FY  2006  and  $37,039  in  FY  2007.  Funding  would 
come  from  state  special  revenue  consisting  of  fees  collected  for  the  management  of  the  programs  and  the  general  fund. 
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DP  5010  -  Water  Protection  Bureau  Wastewater  Permitting  -  The  budget  includes  the  addition  of  5.00  FTE  and  $371,702 
in  FY  2006  and  $342,079  in  FY  2007  to  increase  the  efficiency  in  the  permitting  processing.  This  request  adds  fees  from 
pollutant  discharge  elimination  permits  to  fund  FTE  to  eliminate  work  backlog  and  address  anticipated  increases  in  the 
permitting  program  due  to  coal  bed  methane  development.  The  5.00  FTE  would  include  two  permit  writing  staff,  one 
engineer,  one  water  quality  specialist  data  expert,  and  one  administrative  support  position.  The  request  includes 
$125,871  of  indirect  costs  over  the  biennium. 


LFO 
ISSUE 


Please  see  the  agency-wide  issue  on  recruitment  and  retention  of  employees. 


DP  501 1  -  Air  Permitting  of  Oil  and  Gas  Production  -  The  executive  requests  3.00  FTE  and  $401,137  in  FY  2006  and 
$362,1 13  in  FY  2007  for  an  anticipated  increase  in  permit  applications  from  facilities  in  the  oil  and  gas  industry.  The 
department  has  determined  that  there  is  a  significant  nimiber  of  existing  emission  sources  associated  with  oil  and  gas 
wells  operating  without  air  quality  permits,  as  required  under  current  law.  This  is  a  newly  discovered  source  of  pollution. 
Approximately  900  facilities  are  expected  to  submit  applications  to  obtain  initial  air  quality  permits  in  the  first  year  of 
the  next  biennium.  The  FY  2006  request  includes  $131,832  of  personal  services,  $162,036  contracted  services,  and 
$58,419  in  operating  expenses  related  to  new  FTE,  such  as  travel,  communication  and  computers,  $13,040  in  rental  costs 
for  non-owned  state  building  and  a  vehicle  lease,  and  increased  indirect  costs  of  $35,810.  FY  2007  request  is  lower  due 
to  one-time  equipment  costs  and  lower  contracted  services. 


1  LFD 

1  COMMENT 

The  estimated  900  facilities  would  be  required  to  apply  for  air  quality  permits.  In  subsequent 
years  a  renewal  process  must  be  completed  for  facilities  to  remain  in  compliance.  This  is  not  one 
time  activity. 

DP  5013  -  Air  Quality  Research  Technical  Study-OTO  -  The  executive  budget  includes  a  $50,000  one-time-only 
restricted  appropriation  in  FY  2006  to  conduct  emission  sampling  and  analysis  to  establish  unique  PM-2.5  emission 
"fingerprints"  for  PM-2.5  sources  in  the  Libby  area.  PM-2.5  is  a  fine  particulate  standard  adopted  several  years  ago  by 
the  EPA.  Fimding  would  come  from  the  EPA  Performance  Partnership  Grant. 

DP  5015  -  Public  Water  Supply  &  Subdivision  FTE  -  The  department  requests  2.75  FTE  and  $141,257  in  FY  2006  and 
$132,135  in  FY  2007  to  meet  mandated  water  system  plan  review  processing  time  frames,  and  provide  for  plan  review 
engineers  to  complete  pre-application  meetings  with  water  system  design  consultants,  owners,  and  operators.  The  FY 
2006  request  includes  $88,236  of  personal  services,  $25,651  in  operating  expenses  related  to  new  FTE  such  as  travel, 
communication,  training  and  computers,  $5,500  increased  rent  for  a  non-owned  state  building,  and  increased  indirect 
costs  of  $22,370.  FY  2007  request  is  lower  due  to  one-time  equipment  costs.  State  special  revenue  derived  from 
subdivision  review  and  public  drinking  water  fees  would  provide  most  of  the  funding,  the  remainder  would  come  from 
the  EPA  partnership  grant  and  the  federal  drinking  water  program. 


IAD 
ISSUE 


DP  5005  provides  for  overtime  expenditiires  in  this  bureau.  The  legislature  may  wish  to  consider 
approving  either  the  overtime  or  the  FTE  since  both  would  address  the  workload  issues. 


Please  see  the  agency-wide  issue  on  recruitment  and  retention  of  employees. 
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DP  5016  -  Increase  Grants  to  Counties  -  The  executive  requests  funding  to  increase  grant  authority  to  counties  for  the 
subdivision  and  junk  vehicle  programs. 

•  Subdivision  -  The  increase  of  $60,000  each  year  is  due  to  an  increase  in  the  number  of  counties  contracting  with 
the  department  to  perform  subdivision  reviews,  and  the  corresponding  increase  in  payments  to  the  counties. 
Funding  is  from  subdivision  plat  review  fees. 

•  Junk  Vehicle  -  The  increase  of  $256,599  in  FY  2006  and  $371,998  in  FY  2007  is  due  to  increased  numbers  of 
vehicles  being  registered  in  Montana  each  year.  Funding  is  from  the  junk  vehicle  disposal  fee  collected  as  a  part 
of  the  vehicle  registration  process. 

DP  5018  -  Permitting  &  Compliance  Division  -  Vehicles  -  The  executive  budget  requests  $4,932  in  FY  2006  and  $5,022 
in  FY  2007  of  state  special  revenue  for  one  leased  vehicle  from  the  state  Motor  Pool.  Funding  would  be  provided  with 
asbestos  control  fees. 

DP  5024  -  Permitting  &  Compliance  Division  Data  Management  -  The  budget  includes  a  $150,000  one-time-only, 
restricted  appropriation  for  FY  2006  to  continue  data  development  projects  currently  in  place,  and  for  maintenance  of 
data  management  systems  already  in  place.  Projects  being  developed  are  for  air,  hard  rock,  and  open  cut  programs. 
Funding  for  maintenance  is  in  the  junk  vehicle,  solid  waste,  underground  storage  tank,  and  water  discharge  programs, 
and_funded  from  those  sources. 

DP  5025  -  Subdivision  Training  &  Review  -  The  executive  requests  a  $200,000  restricted,  one-time-only,  biennial 
appropriation  that  would  provide  training  to  realtors,  developers,  consultants,  engineers,  and  county  officials  on  the 
procedures  of  subdivision  design  and  review  under  the  requirements  of  the  Sanitation  in  Subdivisions  Act.  The  decision 
package  would  also  allow  for  contracting  with  an  outside  entity  to  assist  in  subdivision  plan  reviews  to  deal  with 
fluctuating  workload. 


LFD 
COMMENT 


The  proposed  training  is  designed  to  increase  the  number  of  correct  and  complete  applications 
received  by  the  department.  If  this  occurs,  processing  time  would  be  reduced,  as  extra  steps  would 
be  eliminated.  The  decision  package  also  contains  funding  for  contract  services  to  provide  review 
in  times  of  peak  workload  as  review  work  fluctuates  based  on  the  degree  of  activity  in  the  real  estate 


market. 

New  FTE  and  overtime  funding  is  also  requested  to  address  the  workload  issues  in  the  bureau. 
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New  Proposals 

New  Proposals 

..  fi^»\  innfi  .  ... 

FTE 

General 
Fund 

Fi«-al  7007 - 

Program                F 1  b 

Genera 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Slate 
Special 

Federal 
Special 

Total 
Funds 

DP  5020  -  Hazardous  Waste  -  Brownsfield  Biennial  Authority 
50              0.00                       0                       0 

DP  5022  -  Opencui  Additional  Staff 

50               2.75                        0              169,101 

DP  5026  -  RHODIA  Settlement 

50               0.00                        0                        0 

Total               2.75                       $0            $169,101 

175.000 

11.564 

(172,300) 

$14,264 

175.000 

180.665 

(172.300) 

$183,365 

0.00 
2.75 
0.00 

2.75 

0 

0 
0 

$0 

0 

159.563 

0 

$159,563 

0 

11,404 

(172,300) 

($160,896) 

0 

170,967 

(172,300) 

($1,333) 

DP  5020  -  Hazardous  Waste  -  Brownsfield  Biennial  Authority  -  The  executive  requests  a  $175,000  biennial 
appropriation  of  federal  Brownsfield  fiinding  to  continue  contracted  technical  assistance  for  the  review  of  contaminated 
sites  redevelopment  proposals.  The  purpose  of  the  federal  grant  is  to  encourage  the  reuse  and  redevelopment  of 
contaminated  properties  as  commercial  or  industrial  sites. 

DP  5022  -  Qpencut  Additional  Staff  -  The  executive  requests  $180,665  in  FY  2006  and  $170,967  in  FY  2007  for  2.75 
FTE  for  the  open  cut  reclamation  program.  The  positions  and  associated  costs  would  deal  with  the  expected  continuation 
of  high  numbers  of  new  permit  applications  for  sand  and  gravel  mines.  The  FY  2006  request  includes  $110,506  of 
personal  services,  $30,370  in  operating  expenses  related  to  new  FTE  such  as  travel,  communication,  and  computers, 
$11,756  in  rental  costs  for  non-owned  state  buildings,  one  additional  leased  vehicle,  and  increased  indirect  costs  of 
$28,033.  The  FY  2007  request  is  lower  due  to  one-time  equipment  costs. 


LFI) 

issui: 


Please  see  the  agency-wide  issue  on  recruitment  and  retention  of  employees. 


1  LFI) 

1  COMMKNT 

Legislation  for  increased  fees  is  being  proposed  to  fund  the  new  open  cut  staff.  The  proposal  is  to 
eliminate  the  $50.00  application  fee  and  replace  it  with  an  annual  operating  fee  on  all  permitted 

facilities. 

DP  5026  -  RHODIA  Settlement  -  A  reduction  of  $172,300  each  year  of  the  2007  biennium  is  included  in  the  executive 
budget.  The  fiinding  would  be  replaced  with  non-appropriated  private  funds  received  from  the  Rhodia  settlement.  This 
court  awarded  the  department  $1.8  million  in  restitution  for  violations  of  the  state's  hazardous  waste  permitting 
requirements.  The  court  directed  the  money  be  used  in  implementing  the  state's  hazardous  waste  program. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 

of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

6.00 

0.00 

0.00 

6.00 

0.00 

0.00 

6.00 

6.00 

Personal  Services 
Operating  Expenses 

191,869 
243,292 

76,369 
82,268 

0 
0 

268,238 
325.560 

75,693 
82,405 

0 
0 

267,562 
325,697 

535,800 
651,257 

Total  Costs 

$435,161 

$158,637 

$0 

$593,798 

$158,098 

$0 

$593,259 

$1,187,057 

Stale/Other  Special 

435,161 

158,637 

0 

593,798 

158,098 

0 

593,259 

1,187,057 

Total  Funds 

$435,161 

$158,637 

$0 

$593,798 

$158,098 

$0 

$593,259 

$1,187,057 

Program  Description 

The  Petroleum  Tank  Release  Compensation  Board  is  attached  to  the  department  for  administrative  purposes.  The 
purpose  of  the  board  is  to  administer  the  petroleum  tank  release  cleanup  fund.  This  includes  reimbursement  to  petroleum 
storage  tank  owners  and  operators  for  corrective  action  costs,  and  compensation  paid  to  third  parties  for  bodily  injury  and 
property  damage  resulting  from  a  release  of  petroleum  from  a  petroleum  storage  tank.  The  board  has  a  staff  of  6.00  FTE. 


Program  Higtilights 


Petro  Tank  Release  Compensation  Board 
Major  Budget  Highlights 


•  The  executive  is  recommending  an  increase  of  $70,000  per  year  for 
increased  legal  services  and  fees 

•  Statewide  adjustments  make  up  the  remaining  increases 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommend  by 
the  Governor. 


Program  Funding  Table 
Petro  Tank  Release  Comp. 

Program  Funding 

Base           %  of  Base          Budget 
FY  2004          FY  2004          FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

02058  Petroleum  Storage  Tank  Cleanup 
Grand  Total 

$    435.161            100.0%     $     593.798 
$    435,161           100.0%    $    593,798 

100.0% 
100.0% 

$     593,259 
$     593,259 

100.0% 
100.0% 

The  board  is  fimded  solely  through  a  portion  of  the  $0.0075  fee  on  gasoline,  diesel,  heating  oil,  and  aviation  fuel 
distributed  in  Montana. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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90-Petro  Tank  Release  Comp.  Board 


Present  Law  Adjustments 

pj,.^-,!  ^AA*; 

Fiscal  2007 

State 

General 

State 

Federal 

Total 

General 

Federal 

Total 

FTE                 Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

87,546 

(11,177) 

(74) 

12,342 

86,841 

(11,148) 

(73) 

12,478 

Total  Statewide  Present  Law  Adjustments 

$88,637 

$88,098 

DP  900 1  -  Peiro  Board  Operating  Adjustment 

0.00                      0 

70,000 

0 

70,000 

0,00 

0 

70,000 

0 

70,000 

Total  Other  Present  Law  Adjustments 

0.00                     SO 

$70,000 

SO 

$70,000 

0.00 

$0 

$70,000 

SO 

$70,000 

Grand  Total  All  Present  Law  Adjustments 

$158,637 

$158,098 

DP  9001  -  Petro  Board  Operating  Adjustment  -  The  executive  budget  includes  a  base  adjustment  of  $70,000  in  state 
special  revenue  each  year  of  the  2007  biennium  for  increased  legal  activity  associated  with  claim  subrogation. 

Language 

The  executive  is  recommending  the  following  language: 

"The  department  is  authorized  to  expend  up  to  25  percent  of  subrogated  petroleum  tank  release  compensation  fimds  to 
pay  contract  expenses  associated  with  release  subrogation  activities.  Expenditure  of  these  funds  is  limited  to  the  fee 
charged  for  collection." 
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Agency  Proposed  Budget 

The  following  table  summarizes  the  total  executive  budget  proposal  for  the  agency  by  year,  type  of  expenditure,  and 

source  of  funding. 


Agency  Proposed  Budget 

Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 

Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

145.49 

(11.50) 

1.00 

134.99 

(11.50) 

1.00 

134.99 

134.99 

Personal  Services 
Operating  Expenses 
Equipment 

5,372,423 

1,924,622 

129,713 

257,062 
383,925 
(14,850) 

29,838 

6,270 

0 

5,659,323 

2,314,817 

114,863 

251.771 

356,838 

43,350 

29,768 

4,120 

0 

5,653,962 

2,285,580 

173,063 

11,313,285 

4,600,397 

287,926 

Toul  Costs 

$7,426,758 

$626,137 

$36,108 

$8,089,003 

$651,959 

$33,888 

$8,112,605 

$16,201,608 

General  Fund 
State/Other  Special 
Federal  Special 

521,303 
5,627,536 
1,277,919 

12,957 
444,028 
169,152 

18,054 

0 

18,054 

552,314 
6,071,564 
1,465,125 

12,151 
472,149 
167,659 

16,944 

0 

16,944 

550,398 
6,099,685 
1,462,522 

1,102,712 

12,171,249 

2,927,647 

Total  Funds 

$7,426,758 

$626,137 

$36,108 

$8,089,003 

$651,959 

$33,888 

$8,112,605 

$16,201,608 

Agency  Description 

The  Department  of  Livestock  is  responsible  for  controlling  and  eradicating  animal  diseases,  preventing  the  transmission 
of  animal  diseases  to  humans,  protecting  the  livestock  industry  from  theft  and  predatory  animals,  and  regulating  the  milk 
industry  relative  to  producer  pricing.  The  department,  which  is  provided  for  in  2-15-3101,  MCA,  consists  of  the  Board 
of  Livestock  and  its  appointed  executive  officer;  the  Livestock  Crimestoppers'  Commission;  and  the  Beef  Research  and 
Marketing  Committee.  The  department  is  organized  into  five  divisions:  Animal  Health,  Centralized  Services,  Brand- 
Enforcement,  Diagnostic  Laboratory,  and  Meat,  Milk,  and  Egg  Inspection.  The  57th  Legislature  added  the  Board  of 
Horse  Racing  and  its  staff  to  the  Department  of  Livestock.  The  Board  of  Livestock,  which  is  the  statutory  head  of  the 
Department  of  Livestock,  consists  of  seven  members  appointed  by  the  Governor  and  confirmed  by  the  Senate  to  serve 
six-year  terms. 

Agency  Highlights 


Department  of  Livestock 
Major  Budget  Highlights 


The  executive  requests  the  department's  continued  participation  in  the 

bison  operational  cooperative  agreement  and  the  Greater  Yellowstone 

Interagency  Brucellosis  Committee  grant 

The  executive  has  requested  the  elimination  of  11.5  FTE  across  the 

agency,  primarily  due  to  revenue  reductions 

Statewide  present  law  adjustments  drive  the  bulk  of  the  remaining 

increases 


Major  LFD  Issues 


Diagnostic  lab  expenditures  outpace  revenue  in  the  animal  health  fund 

account,  creating  a  structural  imbalance 

Funding  switch  from  federal  special  revenue  to  state  special  revenue 
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Funding 

The  following  table  summarizes  fUnding  for  the  agency,  by  program  and  source,  as  recommended  by  the  Governor. 
Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 


Total  Agency  Funding 

2007  Biennium  Executive  Budget 

Agency  Program 

General  Fund       State  Spec.          Fed  Spec. 

Grand  Total 

Total  % 

01  Centralized  Services  Program 

$                  -     $    3,119,718     $       130,062 

$       3,249,780 

20% 

03  Diagnostic  Laboratory  Program 

183,822          2,435,073 

2,618,895 

16% 

04  Animal  Health  Division 

976,645          1,795,006 

2,771,651 

17% 

05  Milk  &  Egg  Program 

516,947               83,002 

599,949 

4% 

06  Brands  Enforcement  Division 

5,109,916 

5,109,916 

32% 

10  Meat/Poultry  Inspection 

918.890               12.950             919.577 

1,851,417 

11% 

Grand  Total 

$     1,102,712     $  12,171,249     $    2,927,647 

$      16,201,608 

100% 

The  Department  of  Livestock  is  funded  by  general  fimd,  state  special  revenue,  and  federal  special  revenue. 

General  fimd  supports  two  programs  within  livestock:  1)  Diagnostic  lab  in  Bozeman,  and  2)  Meat/Poultry  inspections. 
The  diagnostic  lab  receives  general  fund  for  its  role  in  testing  for  public  health  and  safety  related  diseases.  The 
USDA/FSIS  matching  of  general  fimd  dollars  for  meat  inspections  is  a  50-50  match  of  general  fijnd  and  federal  special 
revenue. 

The  livestock  per  capita  accoimt  is  the  largest  state  special  revenue  account  and  fiinds  a  multitude  of  programs.  Per 
capita  revenue  is  derived  by  taxation  on  the  ownership  of  livestock  and  interest  earnings  on  the  fund  balance.  The 
animal  health  account  also  funds  a  variety  of  services  and  derives  its  revenues  fi-om  lab  testing  fees  and  milk  tax 
inspection.  Additionally,  the  fund  balance  of  animal  health  has  turned  negative  and  increases  in  lab  fees  that  were 
implemented  in  FY  2004  helped  offset  an  even  larger  increase  in  cost.  Personal  services  costs  in  the  animal  health  fimd 
have  outpaced  increases  in  lab  fees  over  the  last  several  years. 

Sixty-two  percent  of  the  federal  special  revenue  comes  fi-om  the  bison  operational  cooperative  agreement  for  $660,000 
over  the  biennium,  and  the  Greater  Yellowstone  Interagency  Brucellosis  Committee  grant  for  $237,500  over  the 
biennium.  About  30  percent  of  the  funding  comes  from  the  USDA  in  matching  fiinds  for  meat  and  poultry  inspections. 


Department  Of  Livestock 


C-87 


SUMMARY 


Department  Of  Livestock 


SUMMARY 


LID 
COMMENT 


Livestock  Per  Capita  account 

As  shown  in  the  figure  above,  revenue  fi-om  the  livestock  per  capita  fee  account  provides  a  significant 

portion  of  the  department's  funding.  Assessing  an  individual  rate  on  each  species  of  livestock  derives 

revenues.  As  the  figure  below  shows,  head  counts  per  species  have  steadily  decreased  over  the  years  except  for  swine 

and  poultry. 


Figure  1 

The  Department  of  Livestock 

Head  Counts  per  Sp 

ecies 

FY  2001-2004 

'livestock  Species: 

FY  2001      ^ 

FY  2002 

FY  2003      i 

FY  2004 

Difference 

t 
CATTLE 

\ 

FY  2001-2004  1 

1,903,820 

1.822,370 

1,805,049 

1.729,997 

(173,823) 

SHEEP  &  GOATS 

269,218 

250,742 

235,457 

221.314 

(47,904) 

HORSES  &  MULES 

92,740 

91,235 

94,983 

89,203 

(3,537) 

SWINE 

70,896 

67,279 

74,248 

87,017 

16,121 

POULTRY 

293,084 

285,590 

312,565 

332,547 

39,463  : 

BEES 

53,381 

46,182 

43,615, 

41,060 

(12,321), 

LLAMAS 

2,679 

3,444 

2,863 

2,330 

(349)1 

BISON 

13,475 

14,281 

10.870' 

10,097 

(3,378) 

DOMESTIC  UNGULATES 

3,798 

3,103 

2,594 

2,356 

(1,442) 

RATITES 

563 

367 

289 

242 

(321) 

Subtotal 

2,703,654 

2,584,593 

2,582.533 

2,516.163 

(187.491) 

The  reduction  in  head  counts  is  primarily  due  to  two  factors: 

•  The  drought  conditions  in  the  state  of  Montana  over  the  last  five  years  have  left  rangelands  imsuitable  for 
sustaining  a  prosperous  cattle  industry 

•  The  increases  in  the  price  of  beef  have  caused  some  of  the  beef  producers  to  sell  off  their  herds  and  wait  for 
better  conditions  both  economically  and  environmentally 

As  a  result,  revenues  to  the  livestock  per  capita  account  have  been  impacted.  The  Board  of  Livestock  has  increased  the 
per  capita  fees  for  each  species  of  livestock  for  FY  2005  by  approximately  5  percent,  but  is  Umited  to  1 1 0  percent  of  a 
three  year  moving  average  of  actual  collections.  With  the  total  head  count  of  livestock  decreasing,  additional  fee 
increases  should  only  keep  the  level  of  fimding  constant.  The  following  figure  shows  the  status  of  the  account  through 
the  executive  recommendation  in  the  2007  bieimium  (see  Figure  2).  The  fund  currently  shows  a  positive  ending  fund 
balance.  This  fund  balance  growth  is  due  to  measures  taken  by  the  Board  of  Livestock  to  reduce  expenditures  and  raise 
revenues  for  two  primary  reasons: 

•  In  the  2001  legislature  (HB  124)  impacted  the  livestock  per  capita  account  by  changing  the  timing  of  deposits. 
The  Department  of  Livestock  was  accustomed  to  receiving  their  per  capita  fees  on  a  prospective  basis  and  with 
the  passage  of  the  bill,  started  receiving  their  payments  on  a  retrospective  basis.  The  impact  was  that  the 
department  essentially  lost  a  year's  worth  of  revenue.  This  change  created  a  negative  cash  flow  in  the 
department  of  $1.4  million  in  FY  2002. 

•  As  stated  previously,  headcounts  have  resulted  in  lower  revenues  within  the  per  capita  account.  The  revenues 
shown  below  remain  stable  only  because  of  regular  increase  in  the  fees  levied  on  the  producers. 
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Figure  2 

Department  of  Livestock 

Livestock  Per  Capita  Fund 

FY  2001-2007 

Actuals 
FY2001 

Actuals 
FY2002 

Actuals              Actuals 
FY2003             F-Y2004 

Projected 
FY  2005 

Projected 
FY  2006 

Projected 
FY  2007 

Fund  Balance  Beginning 

Expenditures 
Personal  Services 
Operating  Fjipenses 
Equipment  &  Intangible  Assets 
Total  Expenditures 

Revenue 

Taxes 

Charges  For  Services 

BOI  Investment  Earnings  Class 

G  rants/Transfers/M  isc 

Total  Revenue 

Ending  Fund  Balance 

Projected  FY  2005-2007  Expendi 
Projected  FY  2005-2007  Persona 

$2,232,238.5 

(2,832,449.6) 

(1.345.878.5) 
(78.820.0) 

$1,263,041.3 

(2.072,247.5) 

(1,294.893.5) 

(144.147.6) 

($138,797.5)        $93,605.6 

(1.662,345.1)    (1,250,245.5) 
(816,453.2)       (907.502.5) 
(18.450,0) 

$1,156,507,2 

(1,880,573.4) 
(1.361.794,6) 

$1,185,139,2 

(1.717,187,7) 
(1.244.722.3) 

$1,604,229.2 

(1,713.836.0) 
(1.244.004.1) 

($4,257,148.1) 

3,219,404.2 

60.401.9 
8.144.8 

($3,511,288.6) 

2,090,677.8 
18.913.7 

($2,497,248.4)  ($2,157,748.0)  ($3,242,368,0)  ($2,961,910.0) 

2,727.232.4       3.214,858.8       3,265,118.6       3,374,920.9 
2,419.0             5.790,8              5.881.4             6.079.1 

($2,957,840,1) 

3.599,5163 

6.483,7 

$3,287,951,0      $2,109,591.4      $2,729,651,4     $3,220,649.6     $3,271,000.0     $3,381,000.0 
$1,195,104.0       ($138,797,5)         $93,605.6     $1,156,507.2     $1,185,139.2     $1.604J229.2 

tures  and  Revenues  are  allocated  based  upon  the  last  five  year  average  per  categoiy. 
1  Services  account  for  the  annualized  pay  plan 

$3,606,000,0 
$2,252,389,1 

While  the  beef  producers  continue  to  wait  for  beef  prices  to  decrease  before  entering  back  into  the  market  and  for  the 
drought  conditions  to  ease  in  the  state,  the  mainstay  of  revenue  that  supports  most  operations  and  programs  of  the 
department  is  not  keeping  pace  with  the  overall  costs  within  the  Department  of  Livestock,  and  the  department  is 
proposing  the  elimination  of  several  positions  to  decrease  expenditures,  as  shown  in  the  following  figure. 


Figures 
Positions  Recommended  for  Elimination 

Department  of  Livestock 
2007  Biennium 

Division 

Position  Tide 

FTE 

Total 
Funding 

Centralized  Services 

Attorney 
Programmer 
Accountant 
Admin  Support 

3.00 
0.50 

$260,247 
$52,501 

Diagnostic  Lab 

Admin  Support 

0.50 

36,692 

Animal  Health 

Veterinarian 
Admin  Support 
Vacant  Positoin 

3.00 

260.131 

Brands  Enforcement 

Bureau  Chief 
Admin  Support 
Brand  Irupectors 

4.50 

302,944 

Total 

11.50 

$912,515 

For  a  further  discussion  of  the  individual  reductions,  please  see  the  program  narratives  that  follow. 
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Biennium  Budget  Comparison 

The  following  table  compares  the  executive  budget  request  in  the  2007  biennium  with  the  2005  biennium  by  type  of 
expenditure  and  source  of  funding.  The  2005  biennium  consists  of  actual  FY  2004  expenditures  and  FY  2005 
appropriations. 


Biennium  Budget  Comparison 

Present 

New 

Total 

Present 

New 

Total 

Total 

Total 

Budget  Item 

Law 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Law 

Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Biennium 
Fiscal  04-05 

Exec.  Budget 
Fiscal  06-07 

FTE 

133.99 

1.00 

134.99 

133.99 

1.00 

134.99 

145.49 

134.99 

Personal  Services 
Operating  Expenses 
Equipment 

5,629,485 

2,308,547 

1 14,863 

29,838 

6,270 

0 

5,659,323 

2,314,817 

1 14,863 

5,624,194 

2,281,460 

173,063 

29,768 

4,120 

0 

5,653,962 

2,285,580 

173,063 

11,461,209 

4,923,178 

364,094 

11,313,285 

4,600,397 

287,926 

Total  Costs 

$8,052,895 

$36,108 

$8,089,003 

$8,078,717 

$33,888 

$8,112,605 

$16,748,481 

$16,201,608 

General  Fund 
State/Other  Special 
Federal  Special 

534,260 
6,071,564 
1,447,071 

18,054 

0 

18,054 

552,314 
6,071,564 
1,465,125 

533,454 
6,099,685 
1,445,578 

16,944 

0 

16,944 

550,398 
6.099,685 
1,462,522 

1,054,263 

12,817,479 
2,876,739 

1,102,712 
12,171,249 
2,927,647 

Total  Funds 

$8,052,895 

$36,108 

$8,089,003 

$8,078,717 

$33,888 

$8,112,605 

$16,748,481 

$16,201,608 

New  Proposals 

The  "New  Proposal"  table  summarizes  all  new  proposals  requested  by  the  executive.  Descriptions  and  LFD  discussion 
of  each  new  proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

PJS 

cal  2006 

State 
Special 

Federal 

Special 

Total 
Funds 

Picral  9007 

General 
Program                FTE                  Fund 

FTE 

General 
Fund 

State 
Special 

Federal 

Special 

Total 
Funds 

DP  101  -  Add  1.0  FTE  Meat  Inspector 

10                   1.00                18,054 

Total                  1.00            $18,054 

0 
$0 

18,054 
$18,054 

36,108 
$36,108 

1.00 
1.00 

16,944 
$16,944 

0 
$0 

16,944 
$16,944 

33,888 
$33,888 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

23.28 

(3.50) 

0.00 

19.78 

(3.50) 

0.00 

19.78 

19.78 

Personal  Services 
Operating  Expenses 
Equipment 

822,944 

697,064 

0 

53,823 

65.832 

0 

0 
0 
0 

876,767 

762,896 

0 

53,458 

36,651 

0 

0 
0 
0 

876,402 

733,715 

0 

1,753,169 

1,496,611 

0 

Total  Costs 

$1320,008 

SI  19,655 

$0 

$1,639,663 

$90,109 

$0 

$1,610,117 

$3,249,780 

State/Other  Special 
Federal  Special 

1,454,977 
65,031 

119,655 
0 

0 
0 

1,574,632 
65,031 

90,109 
0 

0 
0 

1,545,086 
65,031 

3,119,718 
1 30,062 

Total  Funds 

$1,520,008 

$119,655 

$0 

$1,639,663 

$90,109 

$0 

$1,610,117 

$3,249,780 

Program  Description 

The  Centralized  Services  Division  is  responsible  for  budgeting,  accounting,  payroll,  personnel,  legal  services, 
purchasing,  administrative,  information  technology,  and  general  services  fiinctions  for  the  department.  The  division  also 
provides  the  overall  management  of  the  Milk  Control  Bureau.  The  Board  of  Livestock  and  the  executive  officer 
administer  the  Predator  Control  Program.  Although  the  board  placed  the  predator  fiinction  in  this  division  during  the 
2003  biennium,  all  functions  remain  unchanged,  including  the  two  aircraft  and  the  contract  with  U.S.  Department  of 
Agriculture  Wildlife  Services.  Through  helicopter  hunting  and  contracts,  predators  that  kill  or  injure  domestic  livestock, 
primarily  coyotes,  are  controlled. 

The  Livestock  Crimestoppers'  Commission  and  the  Beef  Research  and  Marketing  Committee  are  administratively 
attached.  The  57th  Legislature  moved  the  Board  of  Horse  Racing  to  the  Department  of  Livestock.  This  board  and  its 
staff  report  directly  to  the  executive  officer. 

Program  Highlights 


Centralized  Services  Division 
Major  Budget  Highlights 


•  The  executive  requests  elimination  of  3.50  FTE  due  to  vacancies  and 
revenue  shortfalls 

•  The  executive  requests  reducing  the  executive  secretary's  position 
from  full-time  to  part-time  in  the  Board  of  Horse  Racing  to  decrease 
costs 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 
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Program  Funding  Table 
Centralized  Services  Program 


Program  Funding 


Base 
FY  2004 


%  of  Base 
FY  2004 


Budget 
FY  2006 


%  of  Budget 
FY  2006 


Budget 

FY  2007 


%  of  Budget 
FY  2007 


02029  Board  Of  Horse  Racing 
02426  Lvstk  Per  Capita 
028 1 7  Milk  Control  Bureau 
03209  Meat/Poultry  Inspection  Sp  Rev 
Grand  Total 


$     175,272 

1,095,090 

184,615 

65.031 

$1,520,008 


11.5% 

72.0% 

12.1% 

4.3% 

100.0% 


$     196,233 

1,188,525 

189,874 

65.031 

$1,639,663 


12.0% 

72.5% 

11.6% 

4.0% 

100.0% 


$     196,546 

1,158,408 

190,132 

65.031 

$1,610,117 


12.2% 

71.9% 

11.8% 

4.0% 

100.0% 


The  Centralized  Services  Program  (CSP)  is  funded  with  state  and  federal  special  revenue  from  sources  used  to  support 
the  rest  of  the  department.  State  special  revenue  consists  of  livestock  per  capita  fee  and  the  milk  control  bureau.  The 
Board  of  Horse  Racing  is  funded  entirely  with  the  Board  of  Horse  Racing  state  special  revenue,  about  12  percent  of  total 
revenue.  Livestock  per  capita  fees  fund  about  72  percent  of  total  costs  and  the  Milk  Control  Bureau  funds  12  percent. 
Federal  special  revenue  comes  from  meat  and  poultry  inspection,  about  4  percent  of  total  revenues. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fisc 

General 
Fib                 Fund 

...  fic^-ai  inn?  

State 

Special 

Federal 

Special 

Total 
Funds 

Kit 

General 
Fund 

State 

Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

243,574 

(42,662) 

(16,121) 

35,590 

243,712 

(42,663) 

(16,116) 

6,212 

Total  Statewide  Present  Law  Adjustments 

$220,381 

$191,145 

DP  1  -  Information  Technology  Deparftnental  Equipment 

0.00                       0                12,730 

DP  2  -  FTE  Reduction  -  Centralized  Services  Division 

(3.00)                        0           (129,839) 

DP  104  -  Board  of  Livestock  -  Per  Diem 

0.00                      0                8,550 

DP  105  -  Board  of  Horse  Racing  -  Office  Rent 

(0.50)                       0                 4,629 

DP  106  -  Out  of  State  Travel-CSD 

0.00                       0                 3,204 

0 
0 
0 
0 
0 

12,730 

(129,839) 

8,550 

4,629 

3,204 

0.00 
(3.00) 

0.00 
(0.50) 

0.00 

0 
0 
0 
0 
0 

12,730 
(130,408) 
8,550 
4,888 
3,204 

0 
0 
0 
0 
0 

12,730 

(130,408) 

8,550 

4,888 

3,204 

Total  Other  Present  Law  Adjustments 

(3.50)                      $0 

($100,726) 

$0 

($100,726) 

(3.S0) 

$0 

($I01,03«) 

$0 

($101,036) 

Grand  Total  All  Present  Law  Adjustments 

$119,655 

$90,109 
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Each  biennium  when  budgets  are  created  by  the  agency,  authorized  positions  are  funded  based  upon 
position,  class,  pay  plan,  and  longevity.  As  a  result,  changes  in  position  status  (such  as  upgrades,  or 
changes  in  benefits  costs)  are  incorporated  into  the  total  personal  services  costs.  In  addition, 
positions  vacant  for  all  or  a  portion  of  the  year  are  funded  as  if  they  will  be  filled  for  the  entire  year.  A  vacancy  savings 
rate  is  then  applied  to  total  personal  services.  The  resulting  change  in  funding  are  the  personal  services  and  vacancy 
savings  figures  in  the  statewide  present  law  adjustments  portion  of  the  present  law  table. 

Statewide  present  law  personal  services  adjustments  show  an  almost  25  percent  increase.  This  large  increase  is  due  to 
the  vacancy  in  the  base  year  of  three  positions  that  were  then  fully  funded  in  the  budget: 

•  Accountant 

•  Programmer/Analyst 

•  Attorney 

The  executive  recommends  that  these  positions  be  permanently  eliminated  in  DP  2.  As  a  result,  the  total  net  increase  in 
personal  services  is  $51,800  for  FY  2006  and  $51,287  for  FY  2007. 


DP  1  -  hiformation  Technology  Departmental  Equipment  -The  executive  requests  additional  livestock  per  capita  fee 
authority  to  replace  10  computers  each  year  of  the  2007  biennium.  This  is  in  accordance  with  the  department's  four-year 
replacement  plan. 


1  LI  D 

1  COMMKNT 

CSP  follows  the  recommended  personal  computer  (PC)  replacement  cycle  policy  set  by  ITSD  that 
establishes  a  four-year  asset  life  for  PCs.  CSP  made  no  purchases  in  the  base  year  for  computers. 

DP  2  -  FTE  Reduction  -  Centralized  Services  Division  -  The  executive  proposes  to  eliminate  3.00  FTE:  attorney, 
accounting  technician,  and  a  programmer/analyst.  Livestock  per  capita  fee  state  special  revenue  cost  savings  is  $129,839 
in  FY  2006  and  $130,408  in  FY  2007. 


LFD 
COMMENT 


These  positions  were  all  vacant  in  the  base  year.  With  the  shortfall  of  revenues  and  increasing  costs 
of  providing  services  in  the  Department  of  Livestock,  the  executive  proposes  to  eliminate  these 
positions.      Existing  personnel  would  absorb  the  function  of  the  accounting  technician  and 
programmer.  CSP  has  contracted  out  for  attorney  services. 


DP  104  -  Board  of  Livestock  -  Per  Diem  -  The  executive  requests  additional  livestock  per  capita  fee  authority  each  year 
of  the  biennium  to  fund  per  diem  costs  for  the  Board  of  Livestock.  The  amount  being  requested  each  year  does  not 
represent  an  increase  above  the  base.  The  Board  of  Livestock  meets  6  to  7  times  per  year,  represents  the  livestock 
industry  in  the  state  of  Montana  during  various  meetings,  and  oversees  the  Department  of  Livestock. 


LFD 
COMMKNT 


Per  diem  is  a  zero-based  budget  item.    Base  expenditures  are  removed  from  the  adjusted  base 
figures  and  must  be  added  back  through  a  decision  package. 


DP  105  -  Board  of  Horse  Racing  -  Office  Rent  -  The  executive  requests  approximately  $2,700  over  the  biennium  for  a 
rent  increase  in  office  space  for  the  Board  of  Horse  Racing.  The  rent  is  set  by  the  Department  of  Administration 

DP  1 06  -  Out  of  State  Travel-CSD  -  The  executive  requests  an  additional  $3,204  state  special  revenue  authority  each 
year  of  the  biennium  for  out-of-state  travel  for  the  executive  staff  and  some  Board  of  Livestock  members. 
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The  proposal  would  fund  additional  out-of-state  travel  to:  1)  National  Cattleman  Beef  Association; 
2)  American  Sheep  Industry  Association;  3)  United  States  Animal  Health  Association;  and  4) 
Northwest  Livestock  Association.   Travel  was  curtailed  in  the  base  year  due  to  revenue  shortfalls. 
Base  year  expenditures  were  $762. 


COM  MEN! 


LFD 
COMMENT 


Per  diem  is  a  zero-based  budget  item.  Base  expenditures  are  removed  from  the  adjusted  base  and  must 
be  added  back  through  a  decision  package.  The  amount  requested  is  equal  to  actual  FY  2004 
expenditures. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 

Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

21.00 

(0.50) 

0.00 

20.50 

(0.50) 

0.00 

20.50 

20.50 

Personal  Services 
Operating  Expenses 
Equipment 

841,232 

358,119 

66,850 

80,312 

25,044 

(66.850) 

0 
0 
0 

921,544 
383,163 

0 

78,920 

29,717 

(60,650) 

0 
0 
0 

920,152 

387.836 

6,200 

1,841,696 

770,999 

6,200 

Total  Costs 

$1,266,201 

$38,506 

$0 

$1304,707 

$47,987 

$0 

$1314,188 

$2,618,895 

General  Fund  . 
State/Other  Special 
Federal  Special 

91,911 

1,174,290 

0 

0 

38.506 

0 

0 
0 
0 

91,911 

1.212,796 

0 

0 

47,987 

0 

0 
0 
0 

91,911 

1,222,277 
0 

183,822 

2,435,073 

0 

Total  Funds 

$1,266,201 

$38,506 

$0 

$U04,707 

$47,987 

$0 

$1314,188 

$2,618,895 

Program  Description 

The  Diagnostic  Laboratory  provides  livestock  laboratory  diagnostic  support  for  the  Disease  Control  Program,  Milk  and 
Egg  program,  and  livestock  producers.  Testing  is  done  for  zoonotic  diseases  and  on  dairy  products  to  protect  the  health 
of  Montana  citizens.  Laboratory  testing  services  are  conducted  upon  request  to  assist  animal  owners,  veterinarians,  the 
Department  of  Fish,  Wildlife  and  Parks  and  other  agencies  in  protecting  the  health  of  animals,  wildlife,  and  the  public. 


Program  Highlights 


Diagnostic  Laboratory 
Major  Budget  Highlights 


Increases  of  $86,493  in  state  special  revenue  over  the  biennium  are 
primarily  due  to  the  following: 

•  An  increase  in  statewide  personal  services  adjustments 

•  Increase  in  out-of-state  travel  for  the  laboratory 

A  reduction  in  expenditures  for  diagnostic  lab  equipment  and  milk  lab 
equipment  is  requested 


Major  LFD  Issues 


The  diagnostic  lab  is  not  self-supporting 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  bieimium  as  recommended  by 
the  Governor. 
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Program  Fimding  Table 
Diagnostic  Laboratory  Program 


Program  Funding 


Base 
FY  2004 


%  of  Base 
FY  2004 


Budget 
FY  2006 


%  of  Budget 
FY  2006 


Budget 
FY  2007 


%  of  Budget 
FY  2007 


01 100  General  Fund 

02426  Lvstk  Per  Capita 

02427  Animal  Health 
Grand  Total 


$  91,911 
196,499 
977.791 

$  1,266,201 


7.3% 

15.5% 

77.2% 

100.0% 


$      91,911 

200,000 

1.012,796 

$1,304,707 


7.0% 

15.3% 

77.6% 

100.0% 


$      91,911 

200,000 

1,022.277 

$1,314,188 


7.0% 

15.2% 

77.8% 

100.0% 


The  diagnostic  laboratory  program  is  funded  with  a  mixture  of  general  fund  and  state  special  revenue.  General  fund 
accounts  for  7  percent  of  total  funding  and  has  historically  been  authorized  for  public  health  related  testing.  State  special 
revenue  is  about  93  percent  of  total  funding  and  comes  fi-om  two  primary  sources:  1)  The  animal  health  account,  which 
receives  revenue  from  lab  inspections,  testing  fees,  and  the  milk  tax  and  accounts  for  78  percent  of  total  state  special 
revenue;  2)  Livestock  per  capita  fee,  which  is  derived  from  a  tax  upon  each  head  of  livestock  owned  by  producers. 


Diagnostic  Laboratory  Revenues 

The  diagnostic  laboratory  in  Bozeman  is  the  only  state  laboratory  used  for  diagnostic  support  for  the 

disease  control  program  and  the  milk  and  egg  program.  The  main  purpose  of  the  diagnostic  laboratory  is 

to  provide  diagnostic  testing  for  the  Uvestock  producers  of  Montana  and  any  health  issues  related  to  the  transfer  of  these 

diseases  to  humans.  The  lab  also  tests  all  milk  and  egg  products  for  human  consumption. 

As  stated  above,  the  lab  derives  the  bulk  of  its  revenues  from  the  animal  health  account.  Historically,  non-livestock 
related  testing,  and  the  public  health  related  portion  of  testing  performed  at  the  lab,  such  as  rabies,  TB,  chronic  wasting 
disease,  west  nile  virus,  and  brucellosis,  has  been  fimded  with  general  fund.  Livestock  per  capita  provides  the  remainder 
of  the  funding. 

Figure  4  shows  actual  level  of  revenues  and  expenditures  through  FY  2004  and  projected  revenues  and  expenditures 
through  the  FY  2007  biennium.  As  shown,  revenues  in  the  animal  health  account  have  fluctuated  in  recent  years,  and 
expenditures  have  outpaced  revenues.  For  the  FY  2007  biermium  the  executive  is  recommending  a  reduction  in  support 
staff  from  LOO  to  0.50  FTE. 

Laboratory  fees  were  increased  in  FY  2004  and  revenues  from  charges  of  services  increased  from  $447,820  to  $625,500 
or  roughly  40  percent.  The  department  is  requesting  additional  increases  in  diagnostic  laboratory  fees  in  FY  2005  in  the 
range  of  10  percent,  or  about  $63,000,  with  the  goal  of  generating  another  $100,000  in  additional  revenue  each  year.  The 
figure  below  assiunes  the  higher  estimate  through  FY  2007,  as  well  as  the  agency  estimated  increases  in  milk  tax 
collections. 

Personal  services  reflect  the  FY  2005  appropriated  amount,  along  with  the  executive  requested  2007  biennium  level. 
The  figures  have  not  been  adjusted  for  the  executive's  recommended  2007  biennium  pay  plan. 
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As  the  figiire  shows,  even  with  these  increases  in  revenue,  the  fund  has  a  structural  imbalance,  necessitating 
either  a  further  increase  in  fees  or  a  reduction  in  expenditures.  The  Department  of  Livestock  has  already 
taken  a  loan  out  from  the  Livestock  per  capita  account,  and  will  need  to  continue  to  find  other  sources  of 
funding  with  the  animal  health  fund  balance  continuing  to  deteriorate. 


Figure  4 
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1 

~Y  2001-2007 

Actuals 

Actuals 

Actuals 

Actuals 

Projected 

Projected 

Projected 

FY2001 

FY2002 

FY2003 

FY2004 

FY  2005 

F^'  2006 

FY  2007 

Fund  Balance  Beginning 

$197,976.3 

$351,988.9 

$470,900.7 

$94,499.5 

($120,292.3) 

($526,828.1) 

($649,752.8) 

Expenditures 

Personal  Services 

(482,867.4) 

(500,893.9) 

(732,976.6) 

(790,380.5) 

(1,011,377.6) 

(895,087.0) 

(920,184.9) 

Operating  Expenses 

(152,348.9) 

(154,392.4) 

(352,000.0) 

(381,314.8) 

(406,127.0) 

(359,429.5) 

(369,507.8) 

Equipment  &  Intangible  Assets 

(44,863.0) 

(19,536.2) 

(66,850.0) 

(67,103.6) 

(59,387.8) 

(61,053.1) 

Total  Expenditures 

($680,079.2) 

($674,822.5) 

($1,084,976.5)  ($1,238,545.3) 

($1,484,608.1) 

($1,313,904.4) 

($1,350,745,7) 

Revenue 

Licenses  &  Permits 

6,880.0 

24,145.0 

15,762.5 

22,250.0 

23.339.3 

24,617.9 

25,352.4 

Taxes 

379,067.4 

294,005.3 

228,908.0 

357,495.6 

350,000.0 

410,000.0 

435,000.0 

Charges  For  Services 

486,540.3 

463,417.7 

447,820.3 

625,500.8 

675,000.0 

725,000.0 

725,000,0 

BOI  Investment  Earnings  Class 

4,069.3 

1,294.0 

904.4 

11.0 

2,354.5 

2,483.4 

2,557,5 

Grants/Transfere/Misc 

15,472.3 

(250.0) 

9,844.0 

4,500.0 

12,209.1 

12,878.0 

13,262,2 

Federal 

10,000.0 

11,263.9 

5,336.1 

13,996.2 

15,169.4 

16,000.4 

16,477,8 

Total  Revenue 

$902,029.3 

$793,875.9 

$708,575.3 

$1,023,753.6 

$1,078,072.3 

$1,190,979.7 

$1,217,650,0 

Ending  Fund  Balance 

$351,988.9 

$470,900.7 

$94,499.5 

($120,292.3) 

($526,828.1) 

($649,752.8) 

($782,848,6) 

Projected  FY  2005-2007  Expenditures  and  Revenues 

are  allocated  based  upon  the  last  five  year  average  per  category. 

Projected  FY  2005-2007  Personal  Services  account  for  the  annualized  pay  plan 

Given  the  importance  of  the  account  in  fimding  the  diagnostic  laboratory  and  other  functions  of  the  department,  the 
legislature  may  wish  to  request  that  the  department  detail  how  it  intends  to  achieve  a  structural  balance  in  the  accoimt  in 
both  the  2007  biennium  and  in  the  coming  biennia. 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Present  Law  Adjustments 

=iscal  2007 

General 
FTE                  Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 

137,760 

(39,159) 

2,401 

136,429 

(39,106) 

1,789 

Total  Statewide  Present  Law  Adjustments 

$101,002 

$99,112 

DP  301  -  Diagnostic  Lab  Equipment 

0.00                       0 

(28,350) 

0 

(28,350) 

0.00 

0 

(22,150) 

0 

(22,150) 

DP  302  -  FTE  Reduction  -  Diagnostic  Laboratory 
(0.50)                       0 

(18,289) 

0 

(18,289) 

(0.50) 

0 

(18,403) 

0 

(18,403) 

DP  304  -  Lab  Recharges  -  MSU  Facilities  Managemen 
0.00                       0 

19,561 

0 

19,561 

0.00 

0 

24,846 

0 

24,846 

DP  306  -  Out  of  State  Travel  -Lab 

0.00                      0 

3,082 

0 

3,082 

0.00 

0 

3,082 

0 

3,082 

DP  307  -  Reduction  -  Milk  Lab  Equipment 

0.00                       0 

(38,500) 

0 

(38,500) 

0.00 

0 

(38,500) 

0 

(38,500) 

Total  Other  Present  Law  Adjustments 

(0.50)                      $0 

($62,496) 

$0 

($62,496) 

(0.50) 

$0 

($51,125) 

$0 

($51,125) 

Grand  Total  All  Present  Law  Adjustments 

$38,506 

$47,987 

DP  301  -  Diagnostic  Lab  Equipment  -  The  executive  requests  a  reduction  in  equipment  expenditures  of  $28,350  in  FY 
2006,  and  recommends  purchasing  a  photocopier  costing  $6,200  in  FY  2007.  The  net  reduction  in  equipment 
expenditures  in  FY  2007  is  $22,150. 

DP  302  -  FTE  Reduction  -  Diagnostic  Laboratory  -  The  executive  is  requesting  to  reduce  the  administrative  support 
position  from  full-time  to  part-time.  The  cost  savings  associated  with  this  reduction  is  $18,829  in  FY  2006  and  $18,403 
in  FY  2007. 

DP  304  -  Lab  Recharges  -  MSU  Facilities  Management  -  The  executive  requests  additional  state  special  revenue 
authority  for  increased  facility  services  recharges  from  Montana  State  University  (MSU).  Funding  is  from  the  livestock 
per  capita  fund.  The  diagnostic  laboratory  is  located  on  the  Montana  State  University  campus  in  Bozeman,  and  receives 
facility  services  from  MSU.  MSU  recharges  the  lab  for  personal  services  for  labor,  maintenance  cost,  and  especially 
utilities. 

DP  306  -  Out  of  State  Travel  -Lab  -  An  increase  in  animal  health  authority  of  $3,082  a  year  is  requested  in  order  to  allow 
out-of-state  travel  for  key  lab  personnel.  Meetings  would  include:  Western  Conference  of  Veterinarian  Diagnostic 
Pathologist;  American  Association  of  Veterinian  Lab  diagnosticians;  Intermountain  Veterinary  Medical  Association; 
Interstate  Medical  Technology;  and  Interstate  Milk  Shippers  for  the  milk  lab.  The  amount  being  requested  would  restore 
historical  averages  for  out-of-state  travel. 

DP  307  -  Reduction  -  Milk  Lab  Equipment  -  The  executive  is  requesting  a  reduction  in  equipment  expenditures  costing 
$38,500  each  year.  In  the  base  year,  equipment  for  the  milk  lab  was  purchased  and  is  not  needed  in  the  2007  biennium. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

17.00 

(3.00) 

0.00 

14.00 

(3.00) 

0.00 

14.00 

14.00 

Personal  Services 
Operating  Expenses 
Equipment 

546,639 

416,083 

62,863 

80,050 

267,913 

0 

0 
0 
0 

626,689 

683,996 

62,863 

78,931 

267,587 
26,000 

0 

0 
0 

625,570 

683,670 

88,863 

1,252,259 

1367,666 

151,726 

Total  Costs 

$1,025,585 

$347,963 

SO 

$1373,548 

$372318 

$0 

$1398,103 

$2,771,651 

State/Other  Special 
Federal  Special 

274,981 
750,604 

201,064 
146,899 

0 
0 

476,045 
897,503 

225,619 
146,899 

0 
0 

500,600 
897,503 

976,645 
1,795,006 

Total  Funds 

$1,025,585 

$347,963 

$0 

$1373348 

$372318 

$0 

$1398,103 

$2,771,651 

Program  Description 

The  Animal  Health  Division  provides  diagnosis,  prevention,  control,  and  eradication  of  animal  diseases,  including  those 
in  bison  and  game  farm  animals.  The  program  cooperates  with  the  Departments  of  Public  Health  and  Human  Services, 
Fish,  Wildlife  and  Parks,  and  Agriculture  to  protect  human  health  from  animal  diseases  transmissible  to  humans. 
Sanitary  standards  are  supervised  for  animal  concentration  points,  such  as  auction  markets,  and  certain  animal  product 
processing  facilities,  such  as  rendering  plants.  The  Rabies  Control  Unit  protects  public  health  from  rabies  by  controlling 
the  transmission  of  domestic  animal  and  wildlife  rabies,  particularly  through  eradication  of  skunks. 


Program  Highlights 


Animal  Health  Division 
Major  Budget  Highlights 


Increases  of  $720,481  over  the  biennium  consist  of  a  40  percent 
increase  in  federal  funds  and  a  60  percent  increase  in  state  special 
revenue.  These  increases  are  primarily  due  to: 

•  Statewide  personal  services  adjustments 

•  Continuation  of  the  bison  operational  cooperative 
agreement  and  the  greater  Yellowstone  Interagency 
Brucellosis  Committee  grant 

•  Elimination  of  3.00  FTE  due  to  funding  constraints. 

•  A  proposed  funding  switch  to  state  special  revenue  from 
federal  special  revenues 


Major  LFD  Issues 


Funding  switch  from  federal  special  revenue  to  state  special  revenues 


Department  Of  Livestock 


C-99 


Animal  Health  Division 


Department  Of  Livestock 


04-Aiiiinal  Health  Division 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 

the  Governor. 


Program  Funding  Table 
Animal  Health  Division 

Program  Funding 

Base 
FY  2004 

%  of  Base         Budget 
FY  2004         FY  2006 

%  of  Budget 
FY  2006 

Budget 

FY  2007 

%  of  Budget 
FY  2007 

02426  Lvstk  Per  Capita 

02427  Animal  Health 
03427  Bison  Trap  Funds 

Grand  Total 

$    260,050 

14,931 

750.604 

$1,025,585 

25.4%     $    461,114 

1.5%            14,931 

73.2%          897,503 

100.0%     $1,373,548 

33.6% 

1.1% 

65.3% 

100.0% 

$    485,669 

14,931 

897.503 

$1,398,103 

34.7% 

1.1% 

64.2% 

100.0% 

The  Animal  Health  Division  is  funded  with  federal  and  state  special  revenue.  Federal  special  revenue  comes  from  the 
Greater  Yellowstone  Interagency  Brucellosis  Committee  grant  of  $237,503  over  the  biennium  and  the  bison  operational 
cooperative  agreement  of  $660,000  over  the  biennium.  State  special  revenue  comes  from  livestock  per  capita  fund. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

...   F'"-''  ■'"I"' 

General 
FTE                 Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 

239,941 

(31,465) 

11 

23>5,063 

(31,427) 

22 

Total  Statewide  Present  Law  Adjustments 

$208,487 

$207,658 

DP  401  -  Animal  Health- Vehicle  Replacement-OTO 
0.00                      0 

DP  402  -  FTE  Reduction  -  Animal  Health  Division 
(2.00)                       0 

DP  403  -  FTE  Reduction  -  Bison  Management 

(1. 00)                      0 

DP  404  -  Out  of  State  Travel-  Animal  Health 

0.00                      0 

DP  405  -  Bison  Management  -  Federal  Funds 

0.00                       0 

0 

(90,446) 

0 

4,005 
0 

0 
0 
0 

0 
225,917 

0 
(90,446) 

0 

4,005 

225,917 

0.00 

(2.00) 

(1.00) 

0.00 

0.00 

0 
0 
0 
0 
0 

26,000 

(90,814) 

0 

4,005 

0 

0 
0 
0 
0 
225,669 

26,000 

(90,814) 

0 

4,005 

225,669 

Total  Other  Present  Law  Adjustments 

(3.00)                    $0 

($86,441) 

$225,917 

$139,476 

(3.00) 

$0 

($60,809) 

$225,669 

$164,860 

Grand  Total  All  Present  Law  Adjustments 

$347,963 

$372,518 

LFD 
ISSUE 


The  executive  proposes  a  funding  switch  from  federal  special  revenue  to  state  special  revenue  in  funding 
the  statewide  present  law  adjustments.  As  shown  in  the  present  law  adjustments  table,  the  executive  is 
requesting  an  additional  $451,586  over  the  biennium  in  federal  funds  for  bison  management.  However, 
total  federal  funds  increase  only  $293,798  for  the  division  as  a  whole.  This  anomaly  is  because  federal 
funds  have  been  replaced  with  state  special  revenues  in  the  base  and  in  statewide  present  law  adjustments.  Any  funding 
switch  of  this  nature  is  to  be  requested  in  a  new  proposal  to  allow  legislative  consideration.  The  legislature  may  wish  to 
increase  federal  funding  for  base  and  present  law  adjustments  and  reduce  the  bison  management  decision  package  by  a 
like  amount. 
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DP  401  -  Animal  Health- Vehicle  Replacement  -  The  executive  requests  state  special  fund  authority  to  replace  one  4x4 
pickup.  Funding  for  this  request  comes  from  the  livestock  per  capita  fund. 


LID 

co^L\I^:N^ 


The  Animal  Health  Division  provides  a  pickup  truck  for  livestock  investigators,  who  drive  over 
40,000  miles  each  year.  The  vehicles  are  replaced  after  125,000  miles.  The  agency  proposes  to 
purchase  one  pickup  in  the  2007  biennium  for  $26,000. 


DP  402  -  FTE  Reduction  -  Animal  Health  Division  -  The  executive  requests  a  reduction  of  two  full-time  employees: 
veterinarian  and  an  administrative  support  position.  These  positions  are  being  eliminated  due  to  the  drought  and 
decreased  funds  in  the  livestock  per  capita  account.  The  annual  savings  from  the  elimination  of  these  positions  is 
$90,446  in  FY  2006  and  $90,814  in  FY  2007. 


1  LI  1) 

1  COMMKNT 

The  Department  of  Livestock,  after  eliminating  a  veterinarian,  would  have  three  veterinarians  on 
staff  at  the  diagnostic  lab  in  Bozeman,  and  two  veterinarians  on  staff  in  the  Animal  Health  Division. 

DP  403  -  FTE  Reduction  -  Bison  Management  -  The  executive  is  requesting  an  1 .00  FTE  transfer  from  the  Animal 
Health  Investigation  program,  which  is  state  special  revenue  funded,  to  a  federally  funded  position  with  the  Animal 
Health  Bison  Management  program. 


HD 
COMMKNT 


This  transfer  would  eliminate  1 .0  FTE,  but  total  ftmding  would  not  change  as  the  funds  would  be 
used  to  contract  services  in  the  Animal  Health  Bison  Management  section. 


DP  404  -  Out  of  State  Travel-  Animal  Health  -  This  proposal  requests  an  increase  in  state  special  revenue  to  allow  out- 
of-state  travel  for  the  state  veterinarian.  This  proposal  would  be  entirely  funded  from  the  livestock  per  capita  fund. 

DP  405  -  Bison  Management  -  Federal  Funds  -  This  proposal  requests  federal  special  revenue  authority  in  order  to 
institute  ftmding  support  for  the  department's  operations.  The  executive  is  requesting  additional  consultants  and 
professional  services  and  equipment. 


LFI) 
COMMENT 


The  bison  management  federal  funds  consist  of  the  Greater  Yellowstone  Interagency  Brucellosis 
Committee  grant  and  the  bison  operational  cooperative  agreement.  These  grants  are  provided  to  try 
and  prevent  the  transmission  of  brucellosis  from  infected  bison  in  and  around  Yellowstone  National 
Park  into  the  Montana  cattle  industry. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 

of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 

Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

5.00 

0.00 

0.00 

5.00 

0.00 

0.00 

5.00 

5.00 

Personal  Services 
Operating  Expenses 
Equipment 

237,557 

33,847 

0 

4,738 

10,635 

0 

0 
0 
0 

242,295 

44,482 

0 

5,133 
10,635 
26,000 

0 

0 
0 

242,690 

44,482 
26,000 

484,985 
88,964 
26,000 

Total  Costs 

$271,404 

$15373 

so 

$286,777 

$41,768 

$0 

$313,172 

$599,949 

Stale/Other  Special 
Federal  Special 

239,199 
32,205 

6,077 
9,296 

0 
0 

245,276 
41,501 

32,472 
9,296 

0 
0 

271,671 
41,501 

516,947 
83,002 

Total  Funds 

$271,404 

$15373 

$0 

$286,777 

$41,768 

$0 

$313,172 

$599,949 

Program  Description 

The  Milk  and  Egg  hispection  program  ensures  that  eggs,  milk,  and  milk  products  sold  or  manufactured  in  Montana  are 
fit  for  human  consumption.  Enforcement  of  state  and  federal  laws  are  accomplished  through  licensing,  sampling, 
laboratory  testing,  and  product  and  site  inspections,  done  in  cooperation  with  other  state  and  federal  agencies. 

Program  Highlights 


Milk  and  Egg  Inspection  Program 
Major  Budget  Highlights 


hicreases  of  $57,000  over  the  biermium  are  primarily  due  to: 

•     The  purchase  of  one  vehicle  in  FY  2007. 
»     hicreases  in  statewide  present  law  adjustments 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  bieimium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
Milk  &  Egg  Program 

Program  Futiditig 

Base           %  of  Base         Budget 
FY  2004         FY  2004         FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

02427  Animal  Health 
03032  Animal  Health  Sp.  Rev 
Grand  Total 

$    239,199             88.1%     $    245,276 

32,205             11.9%            41,501 

$    271,404           100.0%     $    286,777 

85.5% 

14.5% 

100.0% 

$    271,671 

41,501 

$    313,172 

86.7% 

13.3% 

100.0% 

The  Milk  and  Egg  program  is  funded  with  state  special  revenue  and  federal  special  revenue.  The  animal  health  account 
provides  87  percent  of  revenue  for  the  Milk  and  Egg  Division.  A  portion  of  animal  health  revenues  comes  from  the  tax 
on  all  milk  producers.  The  current  tax  is  13.5  cents  per  hundred-weight,  which  is  set  by  the  Board  of  Livestock.  In  FY 
2004  the  tax  on  milk  producers  was  changed  from  14.97  cents  on  Class  I  milk  to  13.5  cents  tax  on  all  classes  of  milk. 
Federal  special  revenues  are  provided  fi-om  the  U.S.  Department  of  Agriculture  to  conduct  shell  egg  surveillance. 
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Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

j-isca 

General 

1 1006 

General 

Fiical  2007 

State 

Federal 

Total 

State 

Federal 

Total 

FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 
Vacancy  Savings 

14,834 
(10,096) 

15,244 
(10,111) 

Total  Statewide  Present  Law  Adjustments 

$4,738 

$5,133 

DP  501  -  Vehicle  Replacement-Milk  &  Egg  Bureau 

0.00                        0                        0 

DP  502  -  Milk  and  Egg  Bureau  -  Shell  Egg  Fed  Funds 

0.00                        0                        0 

DP  503  -  Out  of  State  Travel  -  Milk  and  Egg  Inspection 

0.00                        0                 3,135 

0 

7,500 

0 

0 
7,500 
3,135 

0.00 
0.00 
0.00 

0 
0 
0 

26,000 

0 

3,135 

0 

7,500 

0 

26,000 
7,500 
3,135 

Total  Other  Present  Law  Adjustments 

0.00                     $0 

$3,135 

$7300 

$10,635 

0.00 

$0 

$29,135 

$7300 

$36,635 

Grand  Total  All  Present  Law  Adjustments 

$15,373 

$41,768 

DP  501  -  Vehicle  Replacement -Milk  &  Egg  Bureau  -  The  executive  proposes  to  replace  one  pickup  truck  assigned  to  a 
sanitarian  in  the  Milk  and  Egg  Bureau  in  FY  2007  for  $26,000.  Funding  is  from  the  animal  health  fund. 

DP  502  -  Milk  and  Egg  Bureau  -  Shell  Egg  Fed  Funds  -  The  executive  is  requesting  an  additional  $7,500  each  year  in 
federal  special  revenue  spending  authority  for  increased  inspections  of  poultry  and  animal  welfare. 


LID 
COM M KM 


The  federal  government  reimburses  the  Milk  and  Egg  Inspection  Bureau  for  poultry  and  animal 
welfare  inspections  conducted  in  the  state  of  Montana.    As  the  poultry  head  count  graph  shows, 
there  has  been  continued  growth  with  poultry  in  Montana,  leading  to  increased  inspections  of 
poultry  producers  .The  following  figure  shows  poultry  head  coimt  since  2001. 

Figure  5 
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DP  503  -  Out  of  State  Travel  -  Milk  and  Egg  Inspection  -  The  executive  requests  an  additional  $3,135  in  state  special 
revenue  authority  each  year  for  out-of-state  travel  for  the  milk  and  egg  sanitarians.  Conferences  are  the  National 
Conference  of  Interstate  Milk  Shippers  and  the  annual  milk  rating  officer  seminar. 


LFD 
COMMENT 


The  historical  average  for  out-of-state  travel  in  the  Milk  and  Egg  Division  over  the  last  five  years  is 
$2,010  per  year.  The  base  year  expenditures  were  $2,888.  This  request  would  increase  travel  by 
over  100  percent. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  fianding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

61.71 

(4.50) 

0.00 

57.21 

(4.50) 

0.00 

57.21 

57.21 

Personal  Services 
Operating  Expenses 
Equipment 

2.253.448 

224,166 

0 

24,244 

2.482 

52,000 

0 
0 
0 

2,277,692 

226,648 

52,000 

21.354 

2.608 

52.000 

0 
0 
0 

2.274,802 

226,774 

52,000 

4.552,494 
453,422 
104.000 

Total  Costs 

$2,477,614 

$78,726 

$0 

$24iS6,340 

$75,962 

$0 

$2,553,576 

$5,109,916 

State/Other  Special 

2,477.614 

78,726 

0 

2,556,340 

75.962 

0 

2,553,576 

5,109,916 

Total  Funds 

$2,477,614 

$78,726 

$0 

$2,556340 

$75,962 

$0 

$2,553,576 

$5,109,916 

Program  Description 

The  Brands  Enforcement  Division  is  responsible  for  livestock  theft  investigations,  stray  livestock  investigations,  brand 
inspections,  recording  of  livestock  brands,  filing  of  security  interests  on  livestock,  livestock  auction  licensing,  livestock 
dealer  licensing,  hide  inspections,  and  beef  inspections. 

Program  Highlights 


Brands  Enforcement  Division 
Major  Budget  Highlights 


The  executive  requests  a  reduction  of  4.50  FTE 

Restore  $94,305  a  year  for  overtime  pay 

Equipment  would  increase  due  to  the  purchase  of  two  vehicles  each 

year  of  the  biennium 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  bieimium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
Brands  Enforcement  Division 

Program  Funding 

Base           %  of  Base         Budget 
FY  2004         FY  2004         FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

02425  Inspection  And  Control 

02426  Lvstk  Per  Capita 
Grand  Total 

$1,874,800             75.7%     $1,556,340 

602.814             24.3%        1.000.000 

$2,477,614           100.0%     $2,556,340 

60.9% 

.39.1% 

100.0% 

$  1,553,576 

1,000.000 

$2,553,576 

60.8% 

39.2% 
100.0% 

The  Brands  Enforcement  Division  is  entirely  funded  with  state  special  revenue.  Inspections  and  control  funds  61  percent 
of  expenditures  and  the  livestock  per  capita  account  funds  39  percent.  The  inspections  and  control  account  receives 
revenues  from  livestock  licensing,  permits  fees,  state  inspections,  and  brand  recordings.  At  the  time  of  sale,  a  $0.50 
assessment  is  charged  each  to  the  buyer  and  seller  for  livestock  inspections.  Every  ten  years  a  brand  recorder  fee  is 
charged  and  each  brand  is  re-recorded.  The  inspection  of  livestock  and  the  brand  recorder  fees  account  for  85  percent  of 
all  revenues  in  the  inspections  and  control  accoimt. 
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Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

1 

fiscal  2007 

State 
Special 

Federal 
Special 



Total 
Funds 

General 
FTE                  Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 

178,322 

(97,272) 

(561) 

176,062 

(97,180) 

(435) 

Total  Statewide  Present  Law  Adjustments 

$80,489 

$78,447 

DP  601  -  Vehicle  Replacement  -  Brands  Division 

0.00                      0              52,000 
DP  602  -  FTE  Reduction  -  Brands  Enforcement  Division 

(4.50)                      0          (151,111) 
DP  603  -  Out  of  State  Travel  -  Brands  Division 

0.00                       0                 3,043 
DP  604  -  Overtime  -  Brands  Division 

0.00                       0               94,305 

0 
0 
0 
0 

52,000 

(151,111) 

3,043 

94,305 

0.00 

(4.50) 

0.00 

0.00 

0 
0 
0 
0 

52,000 

(151,833) 

3,043 

94,305 

0 
0 
0 
0 

52,000 

(151,833) 

3,043 

94,305 

Total  Other  Present  Law  Adjustments 

(4.50)                      $0 

($1,763) 

SO 

($1,763) 

(4.50) 

SO 

($2,485) 

$0 

($2,485) 

Grand  Total  All  Present  Law  Adjustments 

$78,726 

$75,962 

DP  601  -  Vehicle  Replacement  -  Brands  Division  -  The  executive  has  requested  the  replacement  of  two  vehicles  each 
year  of  the  2007  biennium.  These  are  4x4  pickups  extended  cabs  with  a  cost  of  $26,000  per  vehicle  for  a  total  cost  each 
year  of  $52,000.  Funding  is  provided  entirely  from  the  inspection  and  control  account. 


LFD 
COMMENT 


The  Brand  Enforcement  Division  provides  a  pickup  truck  for  each  brand  inspector,  who  drives  over 
40,000  miles  each  year.  The  vehicles  are  replaced  after  125,000  miles.  The  agency  proposes  to 
purchase  two  pickups  in  FY  2006  for  $52,000  and  two  pickups  in  FY  2007  for  $52,000. 


DP  602  -  FTE  Reduction  -  Brands  Enforcement  Division  -  The  executive  is  requesting  a  reduction  of  4.50  FTE's  in  the 
Brands  Division.  Reduced  from  the  budget  are  a  market  bureau  chief,  a  half-time  administrative  support  position,  and 
three  brand  inspectors.  The  savings  occur  in  the  livestock  per  capita  fee.  The  cost  savings  is  $151,1 1 1  in  FY  2006  and 
$151,883  in  FY  2007. 


LFD 
COMMENT 


The  three  brands  inspector  positions  that  would  be  eliminated  have  been  vacant  for  an  extended  period 
of  time.  It  is  the  department's  intention  that  current  staff  would  cover  all  duties  during  the  peak  fall 
time  period. 


DP  603  -  Out  of  State  Travel  -  Brands  Division  -  The  executive  requests  an  increase  for  out-of-state  travel  of  $3,043  per 
year.  The  requested  travel  is  for  attendance  at  the  Livestock  Identification  Association  and  the  Western  States  Livestock 
Investigation.  Funding  is  from  livestock  per  capita  account. 


LID 
COMMENT 


The  base  year  expenditures  for  out-of-state  fravel  were  $1,068.  The  last  four  years  average  is  $1,100 
per  year.  The  executive  request  will  increase  travel  by  about  400  percent  a  year  from  the  four-year 
average. 
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DP  604  -  Overtime  -  Brands  Division  -  The  executive  requests  $94,305  in  state  special  revenue  authority  each  year  in  the 
biennium  for  overtime.  The  Brands  Division  experiences  an  unusual  amount  of  overtime  during  the  fall  run  when 
livestock  are  sold  through  the  markets.  This  request  is  funded  entirely  from  the  inspection  and  control  account. 


1,1  I) 
COMMKNT 


The  requested  amount  of  overtime  is  about  90  percent  of  expenditures  in  FY  2004,  due  to  the  reduction 
in  livestock  head  counts.  Overtime  pay  is  removed  from  the  adjusted  base  each  biennium,  thereby 
creating  a  decision  package  each  biennium  for  continued  appropriations. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 

of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 

Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FFE 

17.50 

0.00 

1.00 

18.50 

0.00 

1.00 

18.50 

18.50 

Personal  Services 
Operating  Expenses 

670,603 
195,343 

13,895 
12,019 

29,838 
6,270 

714,336 

213,632 

13,975 
9,640 

29,768 
4.120 

714,346 
209,103 

1,428,682 
422,735 

Total  Costs 

$865,946 

$25,914 

$36,108 

$927,968 

$23,615 

$33,888 

$923,449 

$1,851,417 

General  Fund 
State/Other  Special 
Federal  Special 

429,392 

6,475 

430,079 

12,957 

0 

12,957 

18,054 

0 

18,054 

460,403 

6,475 

461,090 

12,151 

0 

11,464 

16,944 

0 

16,944 

458,487 

6,475 

458,487 

918,890 

12,950 

919,577 

Total  Funds 

$865,946 

$25,914 

$36,108 

$927,968 

$23,615 

$33,888 

$923,449 

$1,851,417 

Program  Description 

The  Montana  Meat  and  Poultry  Inspection  Act  established  the  Meat  and  Poultry  Inspection  Program  in  1987.  It 
implements  and  enforces  a  meat  and  poultry  inspection  system  equal  to  that  maintained  by  the  U.S.  Department  of 
Agriculture  and  the  Food  Safety  Inspection  Service  to  assure  clean,  wholesome,  and  properly-labeled  meat  and  poultry 
products  for  consumers. 

Program  Highlights 


Montana  Meat  and  Poultry  Inspection  Program 
Major  Budget  Highlights 


The  executive  requests  additional  general  fund  and  federal  fimds  for 

field  automation  information  management  computer  replacements 

The  executive  would  add  1 .0  FTE  for  a  meat  inspector 

Increases  in  statewide  present  law  adjustments  comprise  the  remaining 

increase 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
Meat/Poultry  Inspection 

Program  Funding 

Base           %  of  Base         Budget 
FY  2004         FY  2004         FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

01 100  General  Fund 
02427  Animal  Health 
03209  MeatyToultry  Inspection 
Grand  Total 

SpRev 

$    429,392             49.6%     $    460,403 

6,475               0.7%               6,475 

430.079            49.7%          461,090 

$    865,946           100.0%     $    927,968 

49.6% 

0.7% 

49.7% 

100.0% 

$    458,487 

6,475 

458,487 

$    923,449 

49.6% 

0.7% 

49.6% 

100.0% 

The  majority  of  meat  and  poultry  inspection  program  funding  is  split  evenly  between  federal  funds  and  general  fund.  Per 
cooperative  agreement  with  the  United  States  Department  of  Agriculture  (USDA),  state  special  revenue  funds  cannot  be 
used  when  they  are  derived  through  a  fee  on  the  producers  being  inspected  by  the  program.  Since  state  special  revenues 
are  generated  from  fees  on  those  producers  being  inspected,  the  state  match  is  provided  by  the  general  fund.  A  small 
portion  of  the  funding  is  state  special  revenue  derived  from  annual  meat  establishment  license  fees. 
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Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

....      .    .               ..Fiscal  2006 

General               State 
FTE                 Fund               Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 

42,417 
(28,522) 
(10,141) 

42,498 

(28,523) 

(9,750) 

Total  Statewide  Present  Law  Adjustments 

$3,754 

M,225 

DP  103  -  Field  Automation  Information  Management  (FAIM)-OTO 
0.00               11,080                      0 

11,080 

22,160 

0.00 

9,695 

0 

9.695 

19,390 

Total  Other  Present  Law  Adjustments 

0.00            $11,080                    SO 

SI  1,080 

$22,160 

0.00 

$9,695 

SO 

S9,69S 

$19390 

Grand  Total  All  Present  Law  Adjustments 

$25,914 

$23,615 

DP  103  -  Field  Automation  Information  Management  (FAIM)-OTQ  -  The  executive  proposes  to  replace  eight  field 
automation  and  information  management  (FAIM)  computers  in  FY  2006  and  seven  in  FY  2007.  The  costs  are  funded  50 
percent  federal  funds  and  50  percent  general  fund. 


LID 
ISSLi: 


The  recommended  personal  computer  (PC)  replacement  cycle  policy  establishes  a  four-year  asset  life  for 
PCs.  Since  the  FAIM  computers  are  specialized  with  specific  inspection  software,  the  division  uses  a 
replacement  cycle  of  every  five  years.  This  joint  venture  with  USDA  was  started  in  FY  2000.  Livestock 
is  requesting  to  replace  8  computers  in  FY  2006  and  7  computers  in  FY  2007.   The  cost  is  shared  with 

USDA  equally.  This  request  contains  $20,250  of  general  fund  over  the  biennium  that  is  not  recurring.   Therefore,  the 

appropriation  should  be  designated  as  one-time  only. 


New  Proposals 

New  Proposals 

1 

General 
Program               FTE                 Fund 

State 
Special 

Federal 

Special 

Total 
Funds 

FTE 

General 
Fund 

Slate 
Special 

Federal 
Special 

Total 
Funds 

DP  101  -  Add  1.0  FTE  Meat  Inspector 

10              1.00               18,054 

Total               1.00              $18,054 

0 

$0 

18,054 
$18,054 

36,108 
$36,108 

1.00 
1.00 

16,944 
$16,944 

0 
$0 

16,944 
$16,944 

33,888 
$33,888 

DP  101  -  Add  1 .0  FTE  Meat  Inspector  -  The  executive  requests  adding  1 .00  FTE  meat  inspector  for  the  Eastern  Montana 
region.  The  position  is  funded  50  percent  meat/poultry  inspection  funds  and  50  percent  general  fund.  This  requests  also 
includes  $6,270  a  year  for  a  leased  vehicle. 
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Agency  Proposed  Budget 

The  following  table  summarizes  the  total  executive  budget  proposal  for  the  agency  by  year,  type  of  expenditure,  and 
source  of  funding. 


Agency  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

486.24 

3.00 

1.00 

490.24 

3.00 

1.00 

4yo.:4 

490.24 

Personal  Services 

Operating  Expenses 

Equipment 

Capital  Outlay 

Local  Assistance 

Grants 

Benefits  &  Claims 

Transfers 

Debt  Service 

21,536,866 

9,814,332 

667,807 

75 

213,373 

961,865 

1,000,000 

398,339 

487,112 

2,210,424 

1,475,683 

56,193 

0 

50,000 

45,431 

3,500,000 

353,117 

80,702 

34,129 

827.036 

36,695 

0 

250,000 

0 

0 

0 

0 

23,781,419 

12,117,051 

760,695 

75 

513,373 

1,007,296 

4,500,000 

751,456 

567,814 

2,247,897 

550,299 

41,693 

0 

0 

0 

3,500,000 

154,762 

80,702 

34,099 
701,736 
0 
0 
250,000 
0 
0 
0 
0 

23,818,862 

11,066,367 

709,500 

75 

463,373 

961,865 

4,500,000 

553,101 

567,814 

47,600,281 

23,183,418 

1,470,195 

150 

976,746 

1,969,161 

9,000,000 

1,304,557 

1,135,628 

Total  Costs 

$35,079,769 

$7,771,550 

$1,147,860 

$43,999,179 

$6375353 

$985,835 

$42,640,957 

$86,640,136 

General  Fund 
State/Other  Special 
Federal  Special 

16,825,529 

16,489,400 

1,764,840 

4,740,234 

2,810,657 

220,659 

21,108 

1,124,289 

2,463 

21,586,871 

20,424,346 

1,987,962 

4,483,187 

1,857,561 

234,605 

21,108 

962,264 

2,463 

21,329,824 
19,309,225 
2,001,908 

42,916,695 

39,733,571 

3,989,870 

Total  Funds 

$35,079,769 

$7,771,550 

$1,147,860 

$43,999,179 

$6,575,353 

$985,835 

$42,640,957 

$86,640,136 

Agency  Description 

The  Department  of  Natural  Resources  is  tasked  to: 

1)  Manage  the  state  trust  land  resource  to  produce  revenues  for  the  trust  beneficiaries  while  considering 
environmental  factors  and  protecting  the  future  income-generating  capacity  of  the  land 

2)  Protect  Montana's  natural  resources  from  wildfires  through  regulation  and  partnerships  with  federal,  state,  and 
local  agencies 

3)  Promote  stewardship  of  state  water,  soil,  forest,  and  rangeland  resources,  and  regulate  forest  practices  to 
protect  water  quality 

4)  Provide  administrative,  legal,  and  technical  assistance  and  financial  grants  to  the  conservation  districts  and 
provide  natural  resource  conservation  and  development  programs 

5)  Resolve  water  resource  use  conflicts,  manage  state  water  projects,  investigate  water  use  violations,  ensure  dam 
safety  compliance,  and  provide  water  adjudication  support  to  the  Water  Court 

6)  Provide  administrative  support  to  the  Reserved  Water  Rights  Compact  Commission  to  negotiate  the  settlement 
of  reserved  water  rights  claims  of  Indian  Tribes  and  federal  agencies 

7)  Provide  administrative  support  to  the  Board  of  Oil  and  Gas  Conservation  to  assist  in  conservation  of  oil  and 
gas  and  prevention  of  resource  waste  through  regulation  of  oil  and  gas  exploration  and  production 

The  State  Board  of  Land  Commissioners,  comprised  of  the  Governor,  State  Auditor,  Attorney  General,  Superintendent  of 
Public  Instruction,  and  Secretary  of  State,  exercise  the  general  authority,  direction,  and  control  over  the  care, 
management,  and  disposition  of  state  lands  under  its  administration.  The  department  director  is  the  chief  administrative 
officer  of  the  board. 
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Agency  Highlights 


Department  of  Natural  Resources  and  Conservation 
Major  Budget  Highlights 


The  executive  is  requesting  present  law  adjustments  totaling  $14.4 
million  over  the  biennium 

•  The  largest  request  seeks  $9  million  to  pay  off  the  Crow 
Tribe  settlement 

•  The  oil  and  gas  program  is  seeking  to  expand  bieimium 
funding  by  $1 .8  million 

•  Requests   for  state  owned  dam  rehabilitation  or  pre- 
construction  total  $743,000  over  the  biennium 

•  State      wide     present      law      adjustments      contribute 
significantly  to  the  budget  increase 

There  is  no  supplemental  appropriation  request  for  fire  fighting  costs 
this  biennium 


Major  LFD  Issues 


Constitutionality    of    the    methodology    for    funding    trust    land 

management  has  been  questioned 

Water  adjudication  legislation  could  have  a  major  impact  on  the 

department's  budget 

Resource  hidemnity  Trust  (RJT)  accounts  are  projected  to  have 

declining  balances 


Funding 

The  following  table  siraimarizes  funding  for  the  agency,  by  program  and  source,  as  recommended  by  the  Governor. 
Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 


Total  Agency  Funding 

2007  Biennium  Executive  Budget 

Agency  Program 

General  Fund 

State  Spec. 

Fed  Spec. 

Grand  Total 

Total  % 

21  Centralized  Services 

$    3,800,567 

$       875,526 

$       163,888 

$       4,839,981 

6% 

22  Oil  &  Gas  Conservation  Div. 

- 

4,113,786 

- 

4,113,786 

5% 

23  Conservation/Resource  Dev  Div 

11,544,646 

4,994,148 

543,676 

17,082,470 

20% 

24  Water  Resources  Division 

12,380,658 

4,181,154 

185,879 

16,747,691 

19% 

25  Reserved  Water  Rights  Comp  Com 

1,381,758 

- 

- 

1,381,758 

2% 

35  Forestry/Trust  Lands 

13.809.066 

25.568,957 

3.096.427 

42.474.450 

49% 

Grand  Total 

$  42,916,695 

$  39,733,571 

$    3,989,870 

$     86,640,136 

100% 

The  division  is  funded  with  49.5  percent  general  ftuids,  45.9  percent  state  special  revenue,  and  4.6  percent  federal  funds. 
The  agency  receives  funds  from  interest  derived  from  the  resource  indemnity  trust  for  projects  and  operational  support. 
The  grant  and  loan  programs  fimded  by  the  RIT  interest  are  also  managed  by  the  agency.  Other  state  special  revenue  is 
derived  from  fire  protection  taxes,  oil  and  gas  operating  fees,  forest  improvement  fees,  and  revenues  retained  from  state 
land  activities  for  administration  costs.  Federal  funds  come  from  a  variety  of  sources  such  as  the  Federal  Emergency 
Management  Agency,  the  United  States  Department  of  Agriculture,  and  the  Bureau  of  Land  Management. 
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2005  Biemium  Fire  Cost  Summary 

The  department  is  responsible  for  fire  suppression,  including  the  financial  aspects  of  assuring  costs  are  covered  through 
appropriate  resources.  Financial  results  for  FY  2004  fire  costs  and  an  estimation  for  FY  2005  are  included  to  provide  an 
overview  of  the  varying  costs  and  available  resources  for  funding  fire  suppression. 


Fiscal  2004 

Part  1  of  Figure  1  represents  the  total  estimated  cost  for  FY  2004  to  the  Department  of  Natural  Resources  and 
Conservation  (DNRC)  and  the  Department  of  Military  Affairs  (DMA)  for  fire  suppression  efforts,  including  the 
estimated  bill  fi-om  the  US  Forest  Service  for  assistance  in  fighting  Montana  fires.  As  of  October  2004,  the  state  has  paid 
$43.7  million  to  cover  actual  state  protection  costs  and  anticipates  $32.7  million  representing  the  US  Forest  Service  bill 
($31.3  miUion)  and  the  California  Department  of  Forestry  bill  ($1.4  million).  After  these  factors,  the  total  cost  of  fire 
suppression  in  FY  2004  is  approximately  $79.6  million. 


Figure  1 
Fiscal  2004  Estimated  Fire  Costs  * 


Parti: 

FY  2004  Actual  &  Estimated  Fire  Costs 

Actual  State  Protection  Costs  as  of  Sqjtember  21,  2004 

DNRC  --  $43.8  million 

DMA  --  $3. 1  million 
Estimated  Remaining  State  Protection  Costs 

U.S.  Forest  Service  --  $31.3  million  ** 

California  Department  of  Forestry  ~  $1.4  million 

Paid  &  Anticipated  Obligations 


$46,900,292 
$32,715,241 


$79,615,533 


Part:  2 

Remaining  Fire  Cost  to  the  State  of  Montana 

Paid  &  Anticipated  Obligations  $79,6 1 5,533 

FEMA  Reimbursement  ***  ($32,336,975) 

Received  by  DNRC  -  $12.5  million 

Received  by  DMA  --  $222,890 

Estimated  Remaining  Payment  --  $  19,794,861 
Other  Reimbursements  -Received  ($12,041,382) 

U.S.  Forest  Service  Reimbursement  --  $1 1.5  million 

DNRC  Forestry  Budget  --  $37,91 1 

BLM  Reimbursement  (DNRC)--  $469,960 

BLM  Reimbursement  (DMA)  -  $  5,764 

National  Park  Service  -  $8,059 
Other  Reimbursements  -Anticipated  ($1,810,747) 

US  Forest  Service  (DMA)  -  $1.8  million 
Total  Payments  by  Other  Entities  (46.189.104) 


Preliminary  Net  Cost  to  the  State 


$33,426,429 

NUl h:  All  cost  mtormation  is  based  upon  the  best  available  estimates  at  the  time  ot 


completion  and  is  subject  to  adjustment.  Cost  share  fires  are  constantly  in  negotiation  until 

final  settlement. 

**     The  first  payment  of  $3.6  million  to  the  US  Forest  Service  has  been  made.  A  second 

payment  of  $2.7  million  is  soon  to  be  released. 

***     FEMA  reimbursements  fluctuate  because  some  costs  are  outside  of  the  declaration 

period  and/or  are  not  eligible  for  reimbursement. 
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Part  2  of  Figure  1  defines  the  net  cost  of  fire  suppression  incurred  by  DNRC  and  DMA  after  all  reimbursements.  Several 
fires  qualified  for  Federal  Emergency  Management  Agency  (FEMA)  reimbursement.  The  state  has  received  $12.5 
million  and  is  estimating  additional  grant  awards  of  $19.8  million,  for  a  total  of  $32.3  million. 

Montana  firefighters  assist  other  agencies  with  fire  suppression,  including  the  US  Forest  Service,  the  Bureau  of  Land 
Management,  and  the  National  Park  Service.  Costs  associated  with  this  assistance  are  reimbursed  by  the  responsible 
agency  to  the  state,  and  total  $12.0  million.  An  additional  $1 .8  million  of  US  Forest  Service  assistance  is  due  to  DMA. 

When  all  assistance  is  accounted  for,  total  assistance  received  fi-om  other  entities  is  $46.2  million.  The  net  cost  to  the 
state  for  fire  suppression  in  FY  2004  is  $33.4  million.  The  Office  of  Budget  and  Program  Planning  (OBPP)  processed 
documents  fi-om  DNRC  and  DMA  to  utilize  Federal  Jobs  and  Growth  Tax  Relief  Reconciliation  Act  (JGTRRA)  monies 
for  the  entire  net  cost  of  fire  suppression. 

Fiscal  2005  Estimate 

Part  1  of  Figure  2  represents  the  total  estimated  cost  for  fiscal  2005  to  the  DNRC  and  DMA.  To  date,  $1.1  million  has 
been  paid  out,  an  additional  $1.4  million  is  anticipated  for  incurred  costs,  and  $0.5  million  has  been  estimated  for  spring 
2005  fires.  Thus,  the  total  estimated  fire  cost  for  fiscal  2005  is  $3.1  million. 


Figure  2 

Fiscal  2005  Estimated  Fire  Costs  * 

Part:  1 

FY  2005  Aactual  &  Estimated  Fire  Costs 

Actual  State  Protection  Costs  as  of  September  2 1 ,  2004 

DMA  Costs 

DNRC  Budgeted  Cost 

$1,134,007 

32,417 

-$50,000 

Estimated  Remaining  State  Protection  Costs 

$1,488,608 

Estimated  Spring  2005  Fire  Costs 

500,000 

Paid  &  Anticipated  Obligations 

$3,105,032 

Part:  2 

Remaining  Fire  Costs  to  tlie  State  of  Montana 

Paid  &  Anticipated  Obligations 

Other  Reimbursements  -  Received 

Other  Reimbursements  -  Anticipated  -  US  Forest  Service/BLM 

$0 

($819,677) 

$3,105,032 

Total  Payments  by  Other  Entities 

(819,677) 

FY  2005  Preliminary  Net  Cost  to  the  State 

$2,285J55 

FY  2004  Net  Cost  lo  the  State 
Total  2005  Biennium  Costs 

$33,426,430 
$35,711,785 

•     NOTE:  All  cost  information  is  based  upon  the  best  available  esrimates  at  the  time  of 
completion  and  is  subject  to  adjustment.  Cost  share  fires  are  constantly  in  negotiation  until  final 
settlement 

Part  2  of  Figure  2  defines  the  net  cost  of  fire  suppression  incurred  by  DNRC.  The  department  is  estimating  the  receipt  of 
federal  reimbursement  of  $819,677  from  the  Forest  Service  and  the  Bureau  of  Land  Management.  No  FEMA 
reimbursement  is  anticipated  as  no  single  fire  or  complex  qualified  for  FEMA  assistance.  This  reimbursement  is  for  cost 
share  fires  and  support  provided  to  another  agency.  After  this  reimbursement  is  considered,  the  anticipated  net  fire 
suppression  costs  for  fiscal  2005  is  $2.3  million.  Again,  the  Office  of  Budget  and  Program  Planning  (OBPP)  processed 
documents  from  DNRC  to  utilize  Federal  Jobs  and  Growth  Tax  Relief  Reconciliation  Act  (JGTRRA)  monies  for  the 
entire  estimated  net  cost  of  FY  2005  fire  suppression. 

Total  cost  for  the  2005  biennium  is  estimated  at  $  35.5  million,  all  of  which  (with  the  exception  of  a  small  amount  of 
costs  budgeted  for  fires  within  DNRC)  was  covered  with  federal  JGTRRA  monies.  Because  this  fiinding  was  available, 
DNRC  is  not  seeking  a  supplemental  appropriation  at  this  time  for  fiscal  2005  in  the  2007  legislative  session. 
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Biennium  Budget  Comparison 

The  following  table  compares  the  executive  budget  request  in  the  2007  biennium  with  the  2005  biennium  by  type  of 
expenditure  and  source  of  funding.  The  2005  biennium  consists  of  actual  FY  2004  expenditures  and  FY  2005 
appropriations. 


Biennium  Budget  Comparison 

Present 

New 

Total 

Present 

New 

Total 

Total 

Total 

Law 

Proposals 

Exec.  Budget 

Law 

Proposals 

Exec.  Budget 

Biennium 

Exec.  Budget 

Budget  Item 

Fiscal  2006 

Fiscal  2006 

Fiscal  2006 

Fiscal  2007 

Fiscal  2007 

Fiscal  2007 

Fiscal  04-05 

Fiscal  06-07 

FTE 

489.24 

1.00 

490.24 

489.24 

1.00 

490.24 

486.24 

490.24 

Personal  Services 

23,747,290 

34,129 

23,781,419 

23,784,763 

34,099 

23,818,862 

42,754,230 

47,600,281 

Operating  Expenses 

11,290,015 

827,036 

12,117,051 

10,364,631 

701,736 

11,066,367 

21,684,258 

23,183,418 

Equipment 

724,000 

36,695 

760,695 

709,500 

0 

709.500 

1,504,523 

1,470,195 

Capital  Outlay 

75 

0 

75 

75 

0 

75 

554 

150 

Local  Assistance 

263,373 

250,000 

513,373 

213,373 

250,000 

463,373 

426,746 

976,746 

Grants 

1,007,296 

0 

1,007,296 

961,865 

0 

961,865 

1,853,960 

1,969,161 

Benefits  &  Claims 

4,500,000 

0 

4,500,000 

4,500,000 

0 

4,500,000 

2,000,000 

9,000,000 

Transfers 

751,456 

0 

751,456 

553,101 

0 

553,101 

790,052 

1,304,557 

Debt  Service 

567,814 

0 

567,814 

567,814 

0 

567,814 

1,066,960 

1,135,628 

Total  Costs 

$42,851,319 

$1,147,860 

$43,999,179 

$41,655,122 

$985,835 

$42,640,957 

$72,081,283 

$86,640,136 

General  Fund 

21,565,763 

21,108 

21,586,871 

21,308,716 

21,108 

21,329,824 

34,320,252 

42,916,695 

State/Other  Special 

19,300,057 

1,124,289 

20,424,346 

18,346,961 

962,264 

19,309,225 

34,133,161 

39,733,571 

Federal  Special 

1,985,499 

2,463 

1,987,962 

1 ,999,445 

2,463 

2,001,908 

3,627,870 

3,989,870 

Total  Funds 

$42,851,319 

$1,147,860 

$43,999,179 

$41,655,122 

$985,835 

$42,640,957 

$72,081,283 

$86,640,136 

New  Proposals 

The  "New  Proposal"  table  summarizes  all  new  proposals  requested  by  the  executive.  Descriptions  and  LFD  discussion 
of  each  new  proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

Fisca'  "11(1   -    - 

F<c.^.>i  -)nn7 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

Program                FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  2201  -  Public  Access  Data  System-OTO 

22                  1.00                      0 

209,129 

0 

209.129 

1.00 

0 

209,099 

0 

209,099 

DP  2203  -  O&G  Energy  Education  and  Outreach-Biennial 

22                   0.00                       0 

125.000 

0 

125.000 

0.00 

0 

0 

0 

0 

DP  2204  -  O&G  North  American  Prospect  Exposition 

-Biennial 

22                   0.00                       0 

15,000 

0 

15.000 

0.00 

0 

0 

0 

0 

DP  2205  -  Coal  Bed  Natural  Gas  Baseline  Studies 

22                   0.00                        0 

300,000 

0 

300.000 

0.00 

0 

300.000 

0 

300,000 

DP  2304  -  MT  Drinking  Water  Loan  Program 

23                   0.00                       0 

250,000 

0 

250,000 

0.00 

0 

250.000 

0 

250,000 

DP  2305  -  Musselshell  Valley  Regional  Water  Project 

23                   0.00                       0 

105,000 

0 

105.000 

0.00 

0 

102.000 

0 

102,000 

DP  2306  -  Move  Funding  Between  State  Special  Revenue  Funds 

23                   0.00                       0 

0 

0 

0 

0.00 

0 

0 

0 

0 

DP  2408  -  Water  Right  Records  Optical  Imaging-OTC 

24                   0.00                       0 

108,551 

0 

108.551 

0.00 

n 

89.556 

n 

89,556 

DP  3504  -  Interagency  Fire  Support 

35                  0.00              21,108 

11,609 

2,463 

35,180 

0.00 

21. 

108 

11.609 

2.463 

35,180 

Total                  1.00            $21,108 

$1,124^89 

$2,463 

$1,147,860 

1.00 

$21,108 

$962,264 

$2,463 

$985,835 

Agency  Issues 

Resource  Indemnity  Trust  (RIT) 

Article  DC  of  the  Montana  Constitution  provides  for  the  protection  and  improvement  of  the  Montana  environment  and 
requests  the  legislature  to  provide  adequate  remedies  for  environmental  protection  from  degradation.  The  Constitution 
specifically  requires  "all  lands  disturbed  by  the  taking  of  natural  resources  shall  be  reclaimed",  and  requires  the  existence 
of  a  resource  indemnity  trust  (RTF)  fund  for  that  purpose,  to  be  funded  by  taxes  on  the  extraction  of  natural  resources. 
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The  Constitution  further  states,  "The  principal  of  the  resource  indemnity  trust  shall  forever  remain  inviolate  in  an  amount 
of  one  hundred  million  dollars  ($100,000,000)  guaranteed  by  the  state  against  loss  or  diversion." 

The  state  constitution  requires  a  trust,  but  does  not  require  the  trust  to  be  fiinded.  The  legislature  utilized  certain  natural 
resource  extraction  tax  proceeds  as  a  revenue  source  for  the  trust.  In  February  of  2002,  the  Governor  certified  the  balance 
of  the  trust  had  exceeded  the  $100  million  threshold.  Consequently,  the  trust  no  longer  receives  revenue  and  those  tax 
proceeds  previously  directed  to  the  RIT  were  re-directed  by  the  2003  legislature. 

Proceeds  and  Interest 

Direct  Tax  Proceeds 

The  legislature  provides  for  statutory  allocation  of  the  resource  indemnity  and  ground  water  assessment  (RIGWA)  tax,  a 
portion  of  the  metalliferous  mine  tax,  and  applicable  portions  of  the  oil  and  gas  tax  that  originally  funded  the  RTF.  The 
RIGWA  and  the  application  portion  of  the  oil  and  gas  tax  are  now  distributed  to  a  number  of  natural  resource  accounts. 
Figure  3  illustrates  the  flow  of  these  taxes. 
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RIGWA  TAX 


Figure  3 

Flow  of  RIGWA  and  Oil  &  Gas  Tax  Proceeds 
2007  Biennium 

Oil  and  Gas  Tax 


"The  Rest 


Libby  Asbestos 
Bond  Debt  Service 


Ground  Water 
Assessment  Account 


"The  Rest  of  RIGWA  Tai" 


Up  to  $150,000  to 

Natural  Resource 

Worker  Scholarship 


Hazardous  Waste/ 
CERCLA  and  EQPF 


$600,000 
Transfer 


J 


Orphan  Share 
Account 


Reclamation  and 

Development 

Account 


Hat: 


Coal  Bed  Methane  - 1.23  % 

Rec.  &  Develop  •  2.95  % 

Orphan  Share  -  2.95  % 

6  Mill  -  2.65% 

(University  System) 


General  Fund 


7.0  %  of 

METALLIFEROUS 

Mine  Tax 


LeglslaBve  Fiscal  Division 


www.leg.BtaIe.mt.ts/ri8cdl/ 


Dept  Nat  Resource/conservation 


C-116 


SUMMARY 


Dept  Nat  Resource/conservation  SUMMARY 

Resource  Indemnity  Ground  Water  Assessment 

The  state  imposes  taxes  on  person(s)  who  engage  in  or  carry  on  the  business  of  mining,  extracting,  or  producing  a 
mineral  from  any  quartz  vein  or  lode,  placer  claim,  dump  or  tailings,  or  other  place  or  source.  From  the  proceeds,  the 
first  $480,000  is  deposited  into  the  Libby  Asbestos  Bond  Debt  Service  account,  the  second  $366,000  is  deposited  into 
the  ground  water  assessment  account.  The  remaining  funds  are  distributed  as  follows:  50  percent  into  the  reclamation 
and  development  grant  program  account,  up  to  $150,000  into  the  natural  resources  worker  scholarship  fund,  and  any 
remaining  funds  to  the  orphan  share  account.  15-38-11 6,  MCA  directs  the  deposit  of  the  tax. 

Applicable  portions  of  oil  and  gas  taxes 

The  state  imposes  taxes  on  the  production  of  oil  and  natural  gas.  The  disbursements  are  made  as  follows:  1.23  percent  to 
the  coal  bed  methane  protection  account,  2.95  percent  to  the  reclamation  and  development  grant  program  account,  2.95 
percent  to  the  orphan  share  account,  and  2.65  percent  to  the  6-  mill  account  for  the  university  system.  The  remaining 
balance  or  90.22  percent  is  transferred  to  the  general  fund.  Figure  1  has  an  illustration. 

Metaliferous  Mine  License  Tax 

The  state  imposes  a  license  tax  on  person(s)  engaged  in  or  carrying  on  the  business  of  working  or  operating  any  mine  or 
mining  property  in  this  state  from  which  gold,  silver,  copper,  lead,  or  any  other  metal  or  metals  or  precious  or 
semiprecious  gems  or  stones  are  produced.  Prior  to  RTF  meeting  the  threshold,  7  percent  of  the  tax  was  deposited  to  the 
RTT.  This  deposit  is  now  made  to  the  reclamation  and  development  account. 

KIT  Distributions  -Interest  Allocations 

Allocations  of  RIT  interest  earnings  are  not  restricted  by  the  Constitution.  The  legislature  has  chosen  to  directly  and 
indirectly  allocate  interest  for  a  number  of  purposes.  Figure  4  illustrates  the  allocation  of  RIT  interest. 
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Figure  4 


Flow  of  RIT  Interest  Earnings 
2007  Biennium 
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Direct  Allocations:  15-38-202  MCA  directs  where  the  interest  from  the  RTT  is  allocated.  Direct  allocations  are  made  to  a 
number  of  sources.  Table  4  represents  the  allocations  of  RIT  interest  earnings  for  the  2007  biennium.  Allocations  to  the 
environmental  contingency  account,  oil  &  gas  production  mitigation  account,  and  the  water  storage  account  are  made  at 
the  beginning  of  the  biennium.  The  other  allocations  are  made  at  the  beginning  of  each  fiscal  year.  The  figure  below 
represents  the  total  of  both  years. 

Indirect  Allocations:  After  direct  interest  allocations  are  made,  15-38-202  directs  the  remaining  interest  on  a  formula 
basis.  In  FY  2007  the  formula  provides  50  percent  to  the  renewable  resources  grant  and  loan  account,  35  percent  to  the 
reclamation  and  development  grant  program  account,  22  percent  to  the  hazardous  waste/CERCLA  account,  and  7.9 
percent  to  the  environmental  quality  protection  fund. 

Accounts  of  Importance 

RIT  interest  allocations,  RIGWA  allocations,  applicable  portions  of  the  oil  and  gas  taxes,  and  7  percent  of  the 
metaliferous  mine  tax  are  directed  toward  a  variety  of  natural  resource  accounts.  From  those  accounts  appropriations  are 
made  by  the  legislature  to  support  natural  resource  agencies  and  activities.  The  accounts  of  importance  are  as  follows: 

•  Renewable  Resource  Grant  and  Loan  Program  -  provides  grants  and  loans  to  enhance  Montana's  renewable 
resources  through  projects  that  measurably  conserve,  develop,  manage  or  preserve  resources 

•  Reclamation  and  Development  Grant  Program  -  provides  grants  to  repair,  reclaim,  and  mitigate  environmental 
damage  to  public  resources  from  non-renewable  resource  extraction 

•  Hazardous  Waste/CERCLA  -  provides  funds  for  the  implementation  of  the  Montana  Hazardous  Waste  Act  and 
state  expenses  for  overseeing  the  federal  Comprehensive  Environmental  Response,  Compensation  and  Liability 
Act 

•  Environmental  Quality  Protection  Fund  -  utilized  to  identify,  investigate,  negotiate  and  prosecute 
individuals/entities  to  achieve  remedial  action  or  recover  costs  and  damages 

•  Environmental  Contingency  Account-  an  account  controlled  by  the  Governor  for  the  purpose  of  responding  to 
emergent  or  imminent  threats  to  the  environment 

•  Ground  water  assessment  account  -  provides  fimds  for  groundwater  monitoring  and  characterization  studies. 

•  Water  Storage  Account  -  used  for  grants  and  loans  to  fund  water  storage  projects 

•  Orphan  Share  Account-used  to  fimd  the  percent  of  remediation  activities  at  a  contaminated  site  that  are 
attributable  to  a  bankrupt  or  otherwise  insolvent  entity 

Accounts  and  Related  Actual,  Budgeted  and  Proposed  Expenditures 

Figure  5  represents  the  four  elements  of  the  Resource  Indemnity  Trust  and  related  taxes  as  defmed  by  current  statute. 
Each  element  has  been  shown  to  provide  a  breakdown  of  interest  earnings  and  allocations. 

Resource  Indemnity  Trust  (RIT) 

Section  one  shows  the  RIT  estimated  revenues  and  balances  as  provided  by  the  Revenue  and  Transportation  Interim 
Committee  (RTIC)  revenue  projections  for  FY  2005,  FY  2006,  and  FY  2007.  As  of  fiscal  year  end  2004,  the  RIT  trust 
had  a  balance  of  $100,002,390.  The  projected  ending  balance  for  FY  2005  is  estimated  at  $100,254,844.  This  is  the  result 
of  a  $252,454  transfer  from  the  groundwater  assessment  fimd  because  the  fiind  had  exceeded  the  statutory  limit. 


1  III) 

1  COMMINI 

Since  the  RIT  balance  is  in  excess  of  the  constitutionally  required  $100  million,  excess  trust  balance 
is  available  for  appropriation. 
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Figures 
Resource  Indemnity  Trust  (RIT):  Interest  Earnings,  and  Related  Expenditure  Accounts 
2007  Biennium  Projections  (Including  Executive  Proposals  and  Appropriaiton  Requests) 

o 

RIT  Revenues  (RATC  estimates) 

Fiscal  2004 

Fiscal  2005 

Fiscal  2006 

Fiscal  2007 

Projected  Beginning  Balance  FY  2003 

$100,002,390 

$100,254,844 

$100,254,844 

Fund  Balance  Allocations/transfers 

Transfer  from  Groundwater  Assessment  (02289) 

$252,454 

Total  Deposits/Legislative  Changes 

$252,454 

RIT  Trust  Balance 

$100,002,390 

$100^54,844 

$100,254,844 

$100,254,844 

0 

Fiscal  2005 
$1,229,000  1 

Fiscal  2006 
$1,1 76,000  J 

Fiscal  2007 
$1,323,000 

Biennium  Total 

RIGWA  Tax 

$2,499,000 

Stamtorv  Allocations  -  RIGWA 

CERCLA  Bonds  Debt  Service 

SO 

$160,000 

$320,000 

480,000 

Groundwater  Assessment  Account-direct  (02289) 

113,546 

366,000 

366,000 

732,000 

Reclamation  &Development-50%  of  Remainder  (02458)           431,500 

318,000 

312,000 

630,000 

Natural  Resource  Worker  Scholarship  *  (2069) 

93,508 

13,508 

13,508 

27,016 

Orphan  Share  Account-  Remainder  of  RIGWA  (02472) 

337.992 

318.492 

311.492 

629.984 

TOTAL  RIGWA  STATUTORY  ALLOCATIONS 

$1,229,000 

1,176,000 

1,323,000 

2,499,000 

Applicable  OU  and  GasTax 

$4,600,384  f 

$4,623,434  [ 

$4,667,950 

$9,291,384 

Applicable  Portion  of  Oil  and  Gas 

Coal  Bed  Methane  Protection  -  (02694)  1 .23% 

793,616 

797,592 

805,210 

1,602,802 

Reclamation  &  Development-(02458)  2.95% 

1,903,384 

1,912,921 

1,931,190 

3,844,111 

Orphan  Share  Account  -  (02472)  2.95% 

1,903,384 

1,912,921 

1,931,190 

3,844,111 

TOTAL  Oil  and  Gas  STATUTORY  ALLOCATIONS 

4,600,384 

4.623.434 

4.667.590 

9,291.024 

0 

Fiscal  2005 

Fiscal  2006 

Fiscal  2007 

Biennium  Tptal 

RIT  Interest  Earnings  (RATC  estimates) 

$7,401,000 

$7,417,000 

$7,420,000 

$14,837,000 

Priority  Statutory  Allocations  of  Interest 

Environmental  Contingency  Account  (02107)** 

0 

(175,000) 

0 

(175,000) 

OU  &  Gas  Prod.  Damage  Mitigation  Account  (02010)*** 

0 

(50,000) 

0 

(50,000) 

Water  Storage  Account  (02216) 

0 

(500,000) 

0 

(500,000) 

Groundwater  Assessment  Account-direct  (02289)  **** 

(300,000) 

(300,000) 

(300,000) 

(600,000) 

MSU-Northem  Statutory  Appropriation  (02272) 

(240,000) 

(240,000) 

(240,000) 

(480,000) 

Fish,  Wildlife,  and  Parks  -  Future  Fisheries  (02022) 

(350,000) 

(500,000) 

(500,000) 

(1,000.000) 

Renewable  Resource  Grant  &  Loan  Program  (02272) 

(2,000,000) 

(2,000,000) 

(2,000,000) 

(4,000,000) 

Reclamation  &  Development  Grants  (grants)  (02458) 

(1,200,000) 

(1.500.000) 

(1.500.000) 

(3.000.000) 

Total  Allocations 

($4,090,000) 

($5,265,000) 

($4,540,000) 

($9,805,000) 

Amount  Available  for  Further  Distribution 

$3,311,000 

$2,152,000 

$2,880,000 

$5,032,000 
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A 

Figure  5  Continued 

Related  Eipenditure  Accounts 

Renewable 

Reclamation  & 

Haz.  Waste 

Environmental 

Groundwater 

Water 

Orphan 

(2007  bleimimn  totals) 

Resource 

Development 

CERCLA 

Quality  Protect. 

Assessment 

Storage 

Share 

(02272) 

(02458) 

(02070) 

(02162) 

(02289)«" 

(02216) 

(02472) 

Further  Distribution  %  of  RIT  Interest 

30.0% 

35% 

26% 

90% 

0% 

0% 

0% 

Begmning  Fiscal  2005  Fund  Balance  (SABHRS) 

$1,396,368 

$1,944,494 

$194,540 

$839,661 

$252,454 

$320,696 

$5,093,800 

Continuing  appropriations 

(3,882,647) 

(2,580.217) 

(31,231) 

(589.979) 

0 

Fiscal  2005  appropriations 

(979,066) 

(2,%1,720) 

(895,656) 

(915.792) 

(666.000) 

0 

(1.350.144) 

Fiscal  2005  AdjusBnenIs 

0 

0 

0 

0 

(252.454) 

0 

0 

Fiscal  2005  revenues  (RTIC.  agency  estimates) 

3.930.782 

5.565,834 

582.000 

712,900 

666,000 

138.000 

2.254.000 

Projected  Available  Fund  Balance  Beginning  FY2006 

$465,437 

$1,968,391 

($150,347) 

$636,769 

$0 

($131,283) 

$5,997,656 

Revenues  (RATC,  agency  estimates) 

RIT  Inlenest-dirccl 

$4,480,000 

$3,000,000 

$600,000 

$500,000 

RIT  Interest- fimher  allocation  by  above  % 

1,509,600 

1.761,200 

1.308.320 

452,880 

RIGWA  Proceeds 

4,474.111 

732.000 

4.474.095 

Metal  Mines  Tax  (7%) 

1.311.000 

Coal  Tax  &  Interest  (from  0401 1) 

516,009 

STIP/Other  Interest 

20,000 

4.000 

6.000 

37.500 

70.000 

Cost  Recoveries 

1.023.800 

Transfers 

Administrative  Fees 

14,000 

State-owned  Project  Revenue 
Total  Revenues 

240.000 
$777,500 

$6,539,609 

$10.546311 

$1,312,320 

$1,482,680 

$U32.000 

$4,544,095 

Executive  Appropriations 

House  Bills  6  and  7  Grants  (Executive  Recommended) 

$4,000,000 

$3,000,000 

House  Bill  6-Emergency/Private  Grants  (Recommended 

MSU-Northem  (stamtorily  appropriated) 

480,000 

UM-Bureau  of  Mines 

$1,332,000 

DNRC  -  Centralized  Services 

10.000 

12,000 

DNRC -Conservation  and  Resource  Devel.  Division 

1.630.243 

DNRC- Water  Resources  Division 

107.428 

544,600 

DEQ-Central  Management 

88.378 

28.964 

DEC?-Planning,  Prevention  &  Assistance 

266.244 

DE(^  Enforcement 

9,648 

DEQ- Remediation 

47916 

2.199.144 

4.150.019 

DEQ-Permitting  &  Compliance 

3,243.521 

1052358 

DNRCFlathead  Basin  Commission 

16.002 

Judiciary- Water  Court 

1.533.510 

Library  Commission-State  Library  Operations/>JRIS 

782.872 

House  Bill  13  (executive  pay  plan  estimate) 
Total  Appropriations 

, 

, 

. 

. 

$6,039,512 

$8,874,090 

$1,395,482 

$2,199,144 

$1,332,000 

$544,600 

$4,150,019 

Projected  2007  Biennium  Ending  Balance 

ms£i^ 

"■640.612 

(«.3.3_S09. 

IS7?.6?5) 

Sfi 

^101.617 

SA.391.7.32 

•        Amounts  are  deposited  to  the  Natural  Resource  Worker  Scholarship  to  bnng 

the  balance  up  to  $150,000 

••      The  governor  must  report  on  the  expendimres  from  the  environmental  contingency  account  in  the  executive  budget.  Expenditures 

ue  statutorily  appropriated. 

***    Amounts  are  deposited  to  the  oil  &  gas  production  damage  mitigation  account  to  bring  the  balance  up  to  $200,000  (82-1 1-I6I.MCA).  All  money 

tithe  account 

is  statutorily 

••••  Amounts  are  deposited  to  the  groundwater  assessment  account  to  bring  the  balance  up  to  $666,000. 
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RIGWAyOil  &  Gas 

Section  two  of  Figure  5  provides  the  revenue  estimates  and  details  the  statutory  allocations  of  the  RIGWA  and  applicable 
portions  of  the  oil  and  gas  tax.  The  allocations  for  RIGWA  are  dictated  in  statute.  The  natural  resource  worker 
scholarship  account  has  a  maximum  balance  of  $150,000,  and  allocations  to  the  account  are  based  upon  the  amount  of 
funds  needed  to  bring  the  account  to  the  $150,000  balance.  In  FY  2005,  only  $93,508  was  allocated  for  this  reason.  The 
applicable  portions  of  the  oil  and  gas  tax  are  delivered  to  the  funds  on  a  percentage  basis. 

Interest 

Section  three  provides  the  amount  of  interest  generated  by  the  RIT  and  the  amounts  that  are  allocated  by  statute  for  a 
specific  purpose.  15-38-202,  MCA  directs  the  allocation  of  the  RIT  interest.  For  the  2007  biennium  statute  allocates 
$9.8  million  in  interest  for  eight  purposes.  See  Figure  4  Based  upon  FY  2005  expenditures,  the  environmental 
contingency  account  may  not  receive  the  total  disbursement  of  $175,000  as  the  fund  is  approaching  the  maximum 
balance  of  $750,000.  Two  changes  in  allocations  occur  for  this  biennium:  1 )  Future  Fisheries  receives  an  additional 
$150,000  per  fiscal  year  bringing  the  annual  allocation  to  $500,000;  and  2)  the  annual  allocation  for  reclamation  and 
development  grants  is  increased  from  $1.2  million  per  year  to  $1.5  million  per  year.  After  allocations  are  made,  the 
amount  available  for  further  distribution  by  formula  is  $2.1  million  in  FY  2006  and  $2.9  million  in  FY  2007,  or  $5.0 
million  for  the  biennium.  The  amount  available  for  further  distribution  in  the  2007  biennium  is  $1.1  million  less  than  the 
$6.0  million  available  in  the  2005  biennium.  This  change  is  not  due  to  interest  earnings  but  rather  to  the  changes  in 
allocation  that  occur  in  the  2007  biennium. 

Expenditure  Accounts 

Section  four  provides  a  breakdown  of  the  related  expenditure  accounts.  The  table  is  broken  down  to  display  current  ftmd 
balances,  adjustments  for  revenues  and  executive  appropriations,  and  the  projected  2007  bienniimi  ending  balance.  The 
breakdown  provides  the  detail  of  which  program  in  what  department  has  an  appropriation  in  the  executive  budget. 

Two  fiinds  are  expected  to  have  a  negative  balance  at  the  end  of  the  bienniimi.  The  hazardous  waste/CERCLA  fund  will 
receive  $1.3  million  in  revenues  in  the  2007  biennium  but  $1.4  million  in  appropriations  are  included  in  the  executive 
budget.  The  projected  2007  fiscal  year  end  fund  balance  is  negative  $0.2  million.  Legislation  passed  in  the  2003  session 
allowed  a  $600,000  transfer  from  the  orphan  share  to  the  hazardous  waste/CERCLA  fiind,  but  must  be  returned  when 
the  fund  balance  increases.  A  $200,000  transfer  was  made.  This  legislation  expires  at  the  end  of  the  2005  biennium.  The 
orphan  share  has  a  projected  FY  2007  ending  balance  of  $6.3  million. 

The  environmental  quality  protection  fund  will  receive  $1 .5  million  in  revenues  in  the  2007  biennium  but  $2.2  million  in 
appropriations  are  included  in  the  executive  budget.  The  projected  2007  fiscal  year  end  fund  balance  is  negative  $80,000. 
This  could  change  if  the  amount  of  cost  recovery  is  greater  than  estimated. 

The  renewable  resource  fund  ends  the  biennium  with  a  positive  cash  balance.  In  previous  biennia  the  library  commission 
received  $0.4  million  and  the  conservation  and  resource  development  division  of  DNRC  received  $0.6  million  from  the 
renewable  resource  fund.  Funding  for  these  activities  have  been  diverted  to  the  reclamation  and  development  fund. 
Without  this  diversion,  the  renewable  resource  fund  would  have  ended  the  2007  biennium  with  a  negative  balance  of 
$0.1  million. 


UV) 
ISSUE 


There  are  two  issues  with  RIT  funding:  1)  Statute  regarding  the  renewable  resource  account  and  the 
reclamation  and  development  account  does  not  support  the  use  of  funds  for  non-program  related  activities; 
and  2)  lack  of  overall  oversight  puts  the  stability  of  any  one  of  the  funds  at  risk. 
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111) 

issui: 

COM 


Statutory  Uses 

According  to  85-1-604,  MCA,  the  renewable  resource  account  is  established  for  the  renewable  resource 
grant  and  loan  program.  Appropriations  from  the  account  are  limited  to  grants  and  administrative  costs  of 
the  grant  and  loan  program.  Figure  5  illustrates  the  proposed  executive  appropriations  from  the  fund.  The  executive  is 
proposing  to  fund  the  Water  Court  with  $1 .5  million  in  renewable  resources  funds  over  the  2007  biennium.  The  functions 
of  the  water  court  are  not  related  to  the  grant  and  loan  program. 


A  similar  situation  exists  with  the  reclamation  and  development  accoimt.  According  to  90-2-1 1 04,  MCA,  appropriations 
can  be  made  for  grants  and  the  administrative  costs  of  the  grant  program.  The  executive  budget  includes  $0.8  million  for 
the  natural  resource  information  system  (NRIS)  through  the  Library  Commission.  The  NRIS  is  not  directly  related  to  the 
grant  program. 

The  legislature  may  wish  to  do  one  of  the  following: 

•  Adjust  statute  to  allow  expenditure  for  other  purposes 

•  Replace  funding  for  all  functions  except  those  authorized  by  statute 

Lack  of  Oversight 

The  resource  indemnity  trust  interest,  the  resource  indemnity  ground  water  assessment  tax,  the  metaliferous  mine  tax,  and 
appHcable  portions  of  the  oil  and  gas  tax  will  provide  $26.6  milhon  in  revenues  over  the  2007  biennium  to  the  related 
resource  accounts.  Local  govenmients,  two  universities  and  four  state  agencies  rely  on  these  resources  to  operate 
programs,  repair  water  projects,  and  maintain  data  systems.  However,  there  is  no  centralized  legislative  oversight  of  the 
accoimts  when  appropriations  decisions  are  made.  RTT  appropriations  are  made  in  three  separate  subcommittees,  and 
other  bills  impacting  the  RTT  generally  do  not  go  through  the  subcommittee  process.  This  lack  of  general  appropriations 
oversight  of  these  related  accounts  puts  at  risk  the  stability  of  any  one  of  the  funds,  as  illustrated  by  two  examples. 

1)  The  executive  budget  contains  a  funding  switch  of  $1 .0  million  between  the  reclamation  and  development  and 
the  renewable  resource  accoimts.  The  funding  switch  is  made  not  for  programmatic  reasons,  but  because  the 
fimd  balance  in  one  accoimt  was  not  sufficient  to  fund  all  functions,  and  a  sufficient  fund  balance  exists  in  the 
other.  (None  of  the  activities  in  question  are  related  to  the  administration  of  the  grant  and  loan  programs  -  see 
the  first  issue). 

2)  Legislation  will  be  introduced  to  increase  the  flexibility  of  the  orphan  share  account.  The  legislation  also  grants 
the  ability  to  move  $600,000  in  funds  from  the  orphan  share  account  to  the  hazardous  waste/CERCLA  account 
and  the  environmental  quality  protection  ftmd.  Both  funds  are  predicted  to  have  a  negative  balance  at  the  end 
of  the  biennium.  While  this  action  could  bring  the  accounts  to  a  positive  position,  it  does  not  address  the  issue 
of  why  the  transfer  is  needed,  or  what  an  appropriate  balance  is  in  the  orphan  share  account. 

The  legislature  may  wish  to  consider  the  following  options: 

•  Establish  a  process  by  which  one  legislative  entity  can  examine  all  HB  2  and  other  proposed  legislation 
impacting  one  or  more  RTF  accounts  during  the  legislative  session  to  establish  an  overall  poUcy  for  the  2007 
bieimium 

•  Request  that  a  study  be  conducted  during  the  interim  of  the  RTT  accounts,  including  sources,  uses,  and  long-term 
policy,  for  the  purpose  of  making  recommendations  to  the  2007  legislature 
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Trust  Land  Administration 

There  are  two  issues  with  administering  of  trust  lands:  1),  the  funding  source  has  come  under  an  official  constitutionality 
challenge;  and  2)  the  question  of  diversification  of  trust  lands  for  increased  revenues  has  risen  out  of  the  proposals  for 
land  banking  and  commercial  leasing. 

Background 

The  Enabling  Act  of  1889  granted  the  state,  for  common  school  support,  sections  16  and  36  in  every  township  within  the 
state.  Lands  that  were  already  homesteaded  or  within  the  boundaries  of  a  reservation  were  replaced  with  other  lands  that 
were  selected  by  the  state.  The  original  land  grant  to  the  state  was  5.2  million  acres,  with  an  additional  grant  of  668,720 
acres  for  endowed  institutions.  Today  the  state  trust  lands  total  5.8  million  acres,  99  percent  of  the  original  grant. 

The  department  is  charged  with  managing  state  trust  lands  in  a  manner  that  produces  revenue  for  the  beneficiaries, 
protects  the  fiiture  income  capacity  of  the  land,  and  considers  environmental  impacts.  The  department  is  considered  the 
trustee  of  the  lands  held  in  trust  for  the  benefit  of  common  schools,  land  grant  universities,  state  normal  school,  School 
for  the  Deaf  and  Blind,  veterans  home,  public  builds,  and  the  Pine  Hills  School.  The  trust  is  enforceable  as  trust  law 
allows  the  beneficiaries  or  any  other  group  or  individual  to  sue  to  enforce  the  terms  of  the  trust. 


The  department  is  required  to  produce  an  annual  report  detailing  the  return  on  assets.  The  report  provides  market  value 
of  assets,  examines  all  revenue  sources,  and  historic  performance  levels,  and  provides  a  detailed  breakdown  of  annual 
revenues.  The  report  for  FY  2004  has  not  been  released  at  the  time  of  this  document.  However,  overall  performance 
numbers  are  available.  For  FY  2004,  the  department  generated  total  revenues  of  $70.2  million,  of  which  $56.2  million 
was  distributed  to  the  beneficiaries,  $4.4  million  was  deposited  to  the  permanent  fund,  and  $9.6  was  retained  to  cover  the 
cost  of  trust  administration.  The  ratio  of  dollars  returned  to  dollars  expended  is  $6.45  to  $1 .00. 


Figure  6 

Dqjartment  of  Natural  Resources  and  Conservation 
Trust  Land  Funding  Resources 


Fund  and  Description 


Fund# 


MCA 


The  complexity  of  trust  land  management  is  difficult 
to  compare  to  other  forms  of  public  land 
management.  Unlike  the  US  Forest  Service  or  the 
National  Park  Service  with  multiple  use  policies  and 
no  profit  requirement,  revenue  generation  is  the 
leading  concern  for  trust  land  managers.  Unique  to 
trust  lands,  in  this  state  and  others,  are  two  major 
issues.  First,  how  trust  fund  management  is  funded; 
second,  how  trust  lands  should  be  managed.  Both 
issues  will  be  present  during  the  2005  legislative 
session. 

Funding  of  Trust  Land  Management 

Trust    land    administration    is    currently    funded 

through  the  retention  of  a  portion  of  trust  fund 

revenues,  recreational  fees,  and  general  fund  for  the 

management  of  non-trust  state  lands.  Non-trust  state  land  would  include  armories  and  lands  owned  by  other  state 

agencies.  There  are  seven  funds  established  for  trust  fund  administration,  and  they  are  summarized  in  Figure  6.    Funds 

are  inter-related  in  that  they  all  receive  trust  revenue,  which  reduces  income  to  the  trust  beneficiaries.   However,  each 

fund  is  designed  for  a  specific  purpose.  This  set  up  can  further  complicate  the  fiscal  management  of  trust  lands. 


Trust  Administration  Account  02938  77-1-108 

The  amount  appropriated  from  the  account  by  the  legislature  is  deposited  from  mineral  royalties,  proceeds 

Timber  Sale  Account  02280  77-1-613 

The  amount  appropriated  from  the  account  by  the  legislature  is  deposited  from  umber  sale  revenue.  Fund 

is  to  be  utilized  for  timber  sale  preparation  and  documentation. 

Forest  Improvement  Fees  02449  77-S-204 

Fee  added  to  the  sale  of  timber  from  slate  lands  for  the  department  to  use  for  slash  disposal,  road 

maintenance,  reforesting,  and  complying  with  legal  requirements  for  timber  harvesting. 

Resource  Development  02450  77-1-604 

Three  percent  of  tnist  revenues  deposited  for  the  piupose  of  developing  and  improving  state  lands  to 

increase  revenues. 

Recreational  Use  Fees  02241  77-1-808 

12. UU  surcharge  on  conservation  licenses  to  reimburse  state  lands  tor  recreational  usage.  I  en  percent  ot 

the  revenue  can  be  retained  for  damage  compensation,  weed  control,  protection  of  assets  and  recreational 

Trust  Land  Banking  02324  77-2-362 

Ten  percent  of  proceeds  from  land  sales  can  be  retained  to  cover  the  transactional  costs  of  buying  and 

selling  property 

Trust  Land  Commercial  Leasing      02836  77-1-905 

Ten  percent  of  annual  rents  received  from  commercial  leases  to  be  utilized  for  contracting  with  realtors, 

property  managers,  attorneys,  or  leasing  professionals  for  program  administratioa 
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The  executive  budget  contains  $19.6  million  in  appropriations  for  the  2007  biennium  from  these  seven  ftinds.  Figure  7 
summarizes  the  amount  by  fund.  This  amount  represents  an  8.5  percent  increase  in  base  administrative  funding  for  the 
trust  land  program,  if  all  decision  packages  are  approved. 


Constitutionality  of  Funding  Methodology 

Legislative  legal  counsel  has  long 
challenged  the  constitutionality  of  the 
fimding  of  trust  land  administration.  A  2004 
legislative  audit  of  the  department  echoed 
the  concern  saying  "questions  concerning 
the  legality  of  using  mineral  royalties  and 
other  permanent  trust  revenues  to 
administer  trust  lands."'  The  report  details 
the  potential  conflict  that  exists  between  the 
Constitution  and  state  law.  Article  X  of  the 


Figure 

7 

Trust  Land  Related  Accounts 

2007  Biennium  Executive  Budget  Appropriations 

FY  2004 

FY  2005 

FY  2006 

2007  Biennium 

02241 

Recreational  Use                         70,273 

88,273 

88,273 

176,546 

02280 

Timber  Sales                          3,096,755 

3,366,471 

3,371,449 

6,737,920 

02324 

State  Land  Bank 

153,000 

153,000 

306,000 

02449 

Forest  Improvement  Fee        1 ,580,189 

1,603,303 

1,603,918 

3,207,221 

02450 

Resource  Development            545,944 

547,387 

547,387 

1,094,774 

02836 

Commercial  Leasing 

30,000 

30,000 

60,000 

02938 

Trust  Land  Administration      3,742,532 

4,020,530 

4,030.164 

8,050,694 

$  9,035,693 

$9,808,964 

$9,824,191 

$     19,633,155 

Constitution  establishes  the  trust  permanent  fund  and  provides  for  the  disposition  of  trust  land  revenues,  but  is  silent  on 
the  retention  of  revenues  for  land  administration.  Statute  (77-1-109,  MCA)  provides  the  authority  for  the  department  to 
deposit  revenues  to  an  administrative  account  that  by  Constitutional  declaration  should  be  deposited  to  the  permanent 
fund  or  distributed  to  beneficiaries.  According  to  the  audit.  $17.2  million  has  been  deposited  to  the  administration 
account  since  FY  2000,  most  of  which  are  mineral  royalties. 

According  to  the  audit  findings,  statute  is  consistent  with  the  Constitution  on  the  disposition  of  mineral  royalties.  77-3- 
318,  77-3-346  and  77-3-206,  MCA  all  direct  mineral  royalties  to  be  deposited  to  the  permanent  fimd.  The  audit 
recommended  that  the  department  seek  a  legal  opinion  from  the  attorney  general,  an  amendment  to  the  Constitution,  or  a 
change  in  state  law. 

At  the  time  of  this  writing,  a  beneficiary  or  group  of  beneficiaries  have  not  come  forward  to  file  legal  suit  to  challenge 
the  practice  of  utilizing  revenues  to  fund  trust  land  administration.  In  a  November  news  report,  the  Montana  Board  of 
Regents  pledged  "mediation,  not  litigation"^  as  a  means  to  resolve  the  question  of  the  alleged  $12  miUion  of  liniversity 
trust  dollars  used  for  the  purpose  of  trust  land  administration. 

At  the  center  of  the  issue  is  the  conflict  related  specifically  to  mineral  royalties.  However,  other  trust  fimd  revenues  are 
being  retained  to  fund  trust  land  management.  As  recently  as  the  2003  legislative  session,  statute  was  passed  to  retain 
income  from  the  sale  and  leasing  of  state  land  for  the  purpose  of  program  administration. 

Proposed  Legislation 

Major  legislation  will  be  proposed  to  address  the  issue.  With  such  legislation  the  legislature  can  choose  to  address  the 
broad  spectrum  of  revenues,  and  develop  a  funding  formula  with  an  alternative  source  of  revenue.  Since  the  ability  to 
use  state  special  revenue  derived  from  trust  revenue  is  the  issue,  the  alternative  fimding  source  would  likely  be  general 
fiind. 

At  the  time  of  this  writing,  the  major  legislation  proposes  to  repeal  the  authority  to  utilize  trust  revenues  for 
administration,  eliminate  the  forest  improvement  fee,  and  provide  a  statutory  appropriation  from  the  general  fund.  The 
statutory  appropriation  is  based  upon  15  percent  of  the  annual  average  gross  revenue  of  all  ten  trusts.  This  appropriation 
would  establish  a  return  on  assets  of  $6.66  income  for  every  $1 .00  spent  and  is  comparable  to  the  FY  2004  the  ratio  of 
$6.45  income  to  $1.00  spent.  In  2003,  legislation  regarding  land  banking,  recreational  use  fees,  and  commercial  leasing 
of  state  trust  lands  set  the  administrative  rate  for  those  functions  at  10  percent. 


Legislative  Audit  Division,  Report  #  04-17.  Financial  Compliance  Audit.  Department  of  Natural  Resources  and  Conservation. 
November  2004. 
Cohen,  Betsy  "State,  regents  tussle  over  land  money".  The  Missouiian.  November  19,2004 
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Types  of  Appropriations 

Statutory  appropriations  are  designed  to  ensure  a  certain  level  or  source  of  revenue  is  available  for  a  particular  purpose. 
Appropriations  in  statute  are  not  regularly  reviewed  as  the  temporary  (HB2)  appropriations  are.  As  the  name  implies,  to 
make  a  change  to  a  statutory  appropriations  requires  change  to  the  statute. 

Legislative  legal  counsel  maintains  that  a  statutory  appropriation  of  general  fund  provides  secure  funding  for  the 
fiduciary  responsibility  of  trust  land  management.  Without  a  secure  source  of  financing,  the  department's  ability  to 
manage  trust  lands  to  secure  the  largest  measure  of  legitimate  and  reasonable  advantage  to  the  state  might  be  hampered. 

The  legislature  does  still  have  the  option  to  provide  for  funding  of  trust  land  management  through  a  temporary  (HB2) 
appropriation.  The  option  is  not  without  risks.  The  legislature  may  want  to  consider  the  following  risks  for  trust  land 
management  appropriation  in  HB2: 

•  In  the  case  of  shortfalls  in  the  general  fimd,  the  department  would  be  vulnerable  to  reductions  in  funding 

•  The  department  would  be  required  to  compete  for  general  fimd  during  the  legislative  session 

•  The  would  be  no  guarantee  that  an  appropriate  level  of  ftinding  would  be  provided  to  the  department  for  trust 
land  management 

Funding  methodology 

The  statutory  appropriation  is  based  upon  15  percent  of  the  annual  average  gross  revenue  of  all  ten  trusts  This 
appropriation  would  establish  a  return  on  assets  of  $6.66  income  for  every  $1 .00  spent  and  is  comparable  to  the  FY  2004 
the  ratio  of  $6.45  income  to  $1.00  spent.  In  2003,  legislation  regarding  land  banking,  recreational  use  fees,  and 
commercial  leasing  of  state  trust  lands  set  the  administrative  rate  for  those  fiinctions  at  10  percent. 

The  funding  methodology  does  not  provide  incentive  to  the  department  to  manage  trust  lands  in  the  most  efficient 
manner.  During  the  2003  legislative  session,  the  department  accepted  an  administrative  rate  of  10  percent  for  specific 
trust  activities.  The  statute  guarantees  the  department  fifteen  percent  regardless  of  the  trust's  performance. 

Management  of  State  Lands 
Revenue  by  Land  Type 

The  department  is  charged  with  managing  state  trust  lands  in  a  manner  that  produces  revenue  for  the  beneficiaries,  makes 
judicious  use  of  the  land,  and  insures  perpetuity  of  the  income  producing  potential  of  the  land.  Figiires  8  &  9  illustrate 
the  percentage  of  land  by  type  and  the  income  generated  per  acre.  The  majority  of  trust  land  is  classified  as  grazing  land 
where  revenue  is  generated  at  $1.25  per  acre.  In  comparison,  the  least  amount  of  trust  land  is  classified  as  special  use 
where  revenue  is  generated  at  $54.83  per  acre. 


Figure  8 


Figure  9 


Percent  of  Land  Type 


B  Grazing 
■  Agricultural 
a  Forest 
□  Special  Use 


79% 


Revenue  per  acre  of  Land  Type 
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To  increase  the  return  on  the  $3.3  billion  in  assets  held  in  trust,  diversification  could  be  considered.  During  the  2003 
legislative  session,  legislation  clarifying  the  ability  of  the  department  to  lease  land  for  commercial  purposes  and  create 
the  opportunity  to  exchange  land  through  land  banking  was  passed.  The  department  spent  the  2005  biennium  putting 
together  the  framework  of  the  commercial  leasing  and  land-banking  program.  The  executive  budget  proposes  to  continue 
both  programs  to  further  the  diversification  of  trust  land  revenues. 

Diversification  Issues 

Diversification  of  trust  land  revenues  through  commercial  leasing  and  land  banking  provide  an  opportunity  for  increased 
revenues.  This  diversification  effort  can  provide  the  opportunity  to  look  further  into  the  philosophy  of  generating  trust 
revenue. 

The  legislature  may  wish  to  consider  the  following  when  addressing  trust  land  revenue  issues: 

•  Should  trust  lands  with  low  value  be  held  when  they  could  be  sold  and  the  proceeds  put  into  the  permanent  fiind 
earning  greater  revenues 

•  Should  land  be  held  which  could  be  exchanged  for  land  with  higher  revenue  producing  capacity 

•  Is  the  trust  adequately  compensated  for  the  recreational  use  of  trust  land 

•  Is  timber  revenue  generated  in  the  most  efficient  manner 

Water  Rights  Adjudication 
History 

The  Montana  constitution  states  "all  surface,  imderground,  flood  and  atmospheric  waters  within  the  boundaries  of  the 
state  are  the  property  of  the  state  for  the  use  of  its  people".  Because  all  waters  belong  to  the  people,  water  right  users  do 
not  own  the  water  itself.  Rather,  they  possess  a  right  to  use  the  water  within  state  guidelines.  Montana  is  a  "prior 
appropriation"  doctrine  state,  meaning  that  water  rights  are  based  on  first  in  time,  first  in  right.  Specifically,  the  person 
who  used  the  water  from  a  source  first  had  the  first  right.  Prior  to  1973  there  was  no  requirement  that  a  water  user  file 
any  type  of  record  showing  that  they  were  using  water.  The  water  user  simply  had  to  put  the  water  to  beneficial  use  and 
they  had  a  water  right.  Article  DC,  section  3  of  the  Montana  Constitution  also  provides  that  all  existing  rights  to  the  use 
of  any  waters  for  any  useful  or  beneficial  purpose  are  hereby  recognized  and  confirmed. 

The  Montana  Water  Use  Act  was  passed  in  1973.  Two  major  changes  to  water  rights  administration  resulting  from  the 
act  were:  1)  the  requirement  that  all  water  rights  existing  prior  to  July  1,  1973  be  finalized  through  a  statewide 
adjudication  process  in  state  courts  to  identify  the  water  rights  that  existed  prior  to  the  requirement  for  record  keeping 
and  filing  in  order  to  provide  those  rights  with  the  constitutional  protection  that  they  are  given;  and  2)  establishment  of  a 
centralized  record  system  of  all  water  rights.  Both  changes  have  encountered  a  difficult  course  of  action  over  the  last 
three  decades.  The  process  has  been  challenged  through  legal  actions,  fluctuating  staff  levels,  and  funding  shortfalls. 
Thirty-two  years  later,  57,000  claims  and  1 8,800  irrigation  claims  for  re-examination  have  yet  to  be  adjudicated. 

Basic  Process 

The  Montana  Water  Court  (see  Judiciary  in  Section  A  of  volume  3  for  additional  information)  is  responsible  for 
administrating  the  adjudication  process.  The  process  consists  of  claims  examination,  preliminary  decree,  public  notice, 
hearings,  and  the  final  decree.  The  department  is  responsible  for  the  examination  function  and  for  providing  technical 
assistance  to  the  Water  Court  when  needed. 

The  Water  Court  evaluates  one  basin  at  a  time.  Prior  to  the  evaluation,  department  staff  must  verify  that  each  claim  is 
complete,  accurate,  and  reasonable.  This  is  done  through  reviewing  historical  records,  photographs,  fieldwork,  and 
discussions  with  the  claimant.  Once  all  claims  in  a  basin  have  been  examined,  the  department  issues  a  summary  report  to 
the  Water  Judge,  who  uses  the  information  to  compose  the  basin  decree  to  assign  water  rights. 
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Database 

The  water  rights  database  was  recently  converted  from  a  COBOL  language  driven  legacy  database  that  few  individuals 
could  operate  to  an  Oracle  database  using  windows  based  software  on  a  server-based  PC.  The  new  database  provided  the 
opportunity  to  merge  the  operations  of  the  adjudication  and  "new  appropriations"  programs  together,  (new 
appropriations  are  water  right  assigned  after  1972)  to  improve  the  efficiency  of  business  practices.  Still,  the  database  is 
not  yet  fully  ftuictional  and  is  not  capable  of  printing  a  decree. 

The  department  submitted  a  budget  amendment  for  $100,000  of  Jobs  and  Growth  Tax  Reconciliation  Relief  Act  ftinding 
to  complete  15  tasks  and  17  additional  enhancements  to  enable  the  department  to  issue  a  decree.  The  old  system  is  being 
maintained  for  the  purpose  of  issuing  decrees.  These  activities  are  to  be  completed  by  July  1,  2005. 

2007  Biennium 

Stakeholders  agree  that  the  water  adjudication  process  needs  to  be  completed.  The  Environmental  Quality  Council 
(EQC)  is  requesting  legislation  to  place  the  adjudication  process  on  a  15-year  time  frame,  ten  years  to  complete  the  field 
work  necessary  to  provide  summary  reports  on  the  basins  and  an  additional  five  years  for  the  Water  Court  to  complete 
the  decree  process.  The  time  frame  would  require  significant  ftmds.  The  EQC  estimates  (preliminary)  that  $51  million 
would  need  to  be  raised  over  the  course  of  ten  years  to  cover  the  expense  of  the  frill  fifteen  years.  If  this  legislation 
passes  the  net  impact  to  DNRC  for  the  course  of  the  fifteen  years  would  be  $22.4  million. 

There  are  two  main  expectations  of  the  legislation  (LC0395) 

•  DNRC  will  complete  claims  examination  and  reexamination  of  verified  basins  by  June  30,  2015. 

•  The  Water  Court  will  issue  preliminary  or  temporary  preliminary  decrees  by  June  30,  2020  for  all  basins. 
Costs  of  LC  0395: 

1)  The  EQC  estimates  the  cost  of  this  program  at  $51.5  million  over  the  period  from  July  1,  2005  through  June 
30,  2020.  In  order  to  fimd  this  project,  it  proposes  two  sources: 

•  $31.2  million  or  61  percent  from  water  user  fees  imposed  for  a  ten-year  period  to  collect  sufficient 
funds  for  the  15 -year  project  timeframe. 

2)  In  order  to  collect  these  ftmds,  LC  0395: 

•  Sets  a  water  user  fee  schedule  that  is  either  a  flat  fee  or  a  graduated  fee  based  upon  the 
characteristics  of  the  user 

•  Sets  up  a  debt  collection  process  for  water  users  that  do  not  pay  the  fee 

•  Sets  up  a  water  adjudication  account  to  collect  and  hold  the  fee  until  disbursed  to  the  DNRC  or  the 
Water  Court 

•  Sets  up  reporting  requirements  by  the  Water  Court  and  the  DNRC  to  the  EQC 

•  Makes  the  fianding  of  this  process  subject  to  a  statutory  appropriation 

•  $20.3  million  or  39  percent  from  state  special  and  general  fiand  sources. 

The  state  special  revenue  sources  have  not  been  identified,  nor  has  the  ratio  of  any  state  special  revenue  funds  to  general 
fiind.  The  executive  has  not  recommended  any  additional  funds  to  expedite  the  water  adjudication  process  either  in 
DNRC  or  the  Judiciary. 

Fire  Suppression  Costs 

As  discussed  in  the  "Agency  Narrative"  section,  Montana  has  incurred  obligations  for  fire  suppression  costs  of  over  $35 
million  for  the  2005  biennium.  The  average  cost  of  forest  fires  the  last  seven  years  has  been  in  excess  of  $14  million 
each  biennium.  The  legislature  does  not  establish  an  appropriation  for  fire  suppression  costs.  Historically,  fire  costs  have 
been  paid  temporarily  from  the  Forestry  Division's  general  ftind  appropriation  and  through  the  statutory  emergency 
appropriation  if  an  emergency  or  disaster  is  declared.  The  department  is  then  reimbursed  and  all  other  bills,  except  those 
paid  with  the  emergency  appropriation,  are  fiinded  through  a  supplemental  appropriation.  Consequently,  all  ftmding 
comes  from  the  State's  general  ftmd  ending  ftind  balance  and  any  determination  of  that  balance  must  take  into  account 
the  likely  obligation. 
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Cash  Flow  Issues 

The  majority  of  fire  costs  have  to  be  paid  as  they  occur,  creating  a  need  for  intense  cash  flow  over  a  short  period  of  time. 
Since  wild  fire  costs  are  not  appropriated  by  the  legislature,  the  department  uses  the  Forestry  Division's  general  fund 
appropriation  to  cover  costs.  If  that  is  not  sufficient,  other  programs  appropriations  are  used.  The  Governor's 
emergency  fund  may  be  used  as  was  the  case  in  FY  2004,  or  a  general  fiond  loan  can  be  obtained  to  get  the  department 
through  until  reimbursements  become  available.  Reimbursements  from  federal  agencies  may  not  be  known  until  fires  are 
under  control  and  the  cost  allocation  process  begins.  As  the  exception,  Federal  Emergency  Management  Agency 
(FEMA)  advances  can  be  provided  to  the  state  when  certain  conditions  exist.  The  department  took  advantage  of  this 
option  in  FY  2004.  Legislative  appropriations  for  state  costs  cannot  be  made  until  the  legislature  is  in  session. 

Risk  of  Special  Session 

While  the  total  cost  of  fire  suppression  varies,  as  stated  the  average  net  cost  of  fire  suppression  is  $7  million  per  year  or 
$14  million  over  the  biennium.  Figure  10  provides  this  information,  utilizing  a  five  of  a  seven-year  average  with  the  high 
and  low  removed.  Even  with  these  wide  ranging  costs,  the  department  has  been  able  to  work  through  the  maze  of 
securing  appropriations  and  cash  to  cover  the  cost  of  fire  suppression  as  it  occurs  and  after  the  fact. 

As  described  in  the  agency  narrative  section,  the  FY  2004  fire  season  was  severe  and  the  availability  of  one-time-only 

federal    funding   and   FEMA   reimbursements   prevented   a 

severe  fiinding  shortage  and  potentially  a  budget  cutting 

special  session  during  an  already  tight  fiscal  year.    In  cash 

strapped  years,  a  special  session  would  be  required  to  deal 

with  funding  fire  suppression. 


Figure  10 

Average 

Cost  of  Fire 

Suppression 

Fiscal  Year 

Total  Cost 

Reimbursments 

Net  Cost 

1999 

8,303,438 

(2,402,172) 

5,901,266 

2000 

5,205,614 

(914,375) 

4,291,239 

2001 

54,925,104 

(44,784,017) 

10,141,087 

2002 

16,417,193 

(3,549,700) 

12,867,493 

2003 

6,710,688 

(4,684,927) 

2,025,761 

2004  (estimate)* 

79,615,534 

(46,189,104) 

33,426,430 

2005  (estimate)* 

3,072,615 

(819,677) 

2.252,938 

5  Year  Average  Cost 

$18,312,407 

$7,045,369 

7  year  Average  Cost 

24.892.884 

10,129,459 

(high  and  low  included) 

*  Not  included  in  the  5  year  average  calcutation 

Fire  Funding  Activities 

The  idea  of  establishing  a  funding  system  rises  to  the  surface 

each  fire  season.  With  the  goal  of  a  better  system,  the 

department  established  a  fire  funding  committee  in  October 

of  2003.  The  committee  gathered  stakeholders  to  engage  in 

discussions      regarding      fire-funding      alternatives.      The 

committee    did    establish    a    number    of    funding    ideas. 

However,  due  to  the  lack  of  support  from  the  majority  of  stakeholders,  the  department  did  not  move  forward  with 

sponsoring  any  legislation  on  fire  funding.    The  committee  concluded  that  continued  analyses  of  fire  costs  and  the 

relative  benefit  to  stakeholders  is  needed  to  generate  sufficient  support  to  revise  Montana's  fire  funding  system  and  that 

it  would  be  beneficial  to  coordinate  such  efforts  with  a  formal  legislative  or  executive  entity  such  as  the  Environmental 

Quality  Council,  the  Legislative  Finance  Committee,  or  a  standing  advisory  board  appointed  by  the  Governor. 

Prevention  Efforts 

Funding  fire  suppression  is  only  one  side  of  the  equation.  Funding  fire  prevention  activities  needs  equal  consideration. 
For  every  fire  that  is  prevented,  literally  thousands,  if  not  millions  of  dollars,  are  saved.  As  the  number  of  Montanans  in 
the  wild  land  urban  interface  increases,  so  does  the  chance  for  destructive  fires  to  occur.  The  department  has  programs 
for  defensible  space,  fuel  reduction,  and  education  that  could  enhance  the  effort  in  reducing  overall  fire  costs. 

Study  of  Fire  Costs 

The  Legislative  Audit  Division  undertook  an  audit  of  fire  costs.  The  audit  focused  on  the  method  of  fire  funding, 
processes  associated  with  obtaining  federal  assistance,  and  on-the  ground  activities  that  drive  fire  costs.  The  audit 
contains  a  number  of  recommendations  to  improve  processes  related  to  fire  funding,  and  the  audit  emphasizes  the  need  to 
appropriate  sufficient  funding  for  fire  suppression  to  simplify  the  process,  avoid  cash  flow  issues,  and  reduce  the 
likelihood  of  a  cost  cutting  special  session. 
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Summary 

It  is  very  unlikely  that  the  one-time  federal  windfall  that  covered  the  costs  of  FY  2004  and  FY  2005  will  materialize 
again.  Federal  reimbursements  are  dependent  upon  ever-changing  requirements,  and  the  piecemeal  funding  approach 
may  not  suffice  in  years  of  high  fire  costs.  The  legislature  may  wish  to  consider  the  following  options  when  addressing 
the  issue  of  funding  fire  suppression  costs: 

•  Develop  legislation  to  create  a  task  force  to  continue  the  research  of  alternatives  to  fimding  wild  land  fire  costs, 
including  who  should  pay,  and  appropriate  state  funding  of  prevention  efforts,  as  well  as,  suppression  efforts 

•  Establish  an  appropriation  equal  to  the  average  annual  costs  of  fire  suppression 

•  Assume  an  amount  for  fire  suppression  when  establishing  the  projected  general  fund  balance 

•  Establish  an  appropriation  to  increase  the  activities  of  fu-e  prevention  in  the  wild  land  urban  interface. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 
Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

37.00 

0.00 

0.00 

37.00 

0.00 

0.00 

37.00 

37.00 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

1,744,660 

543,492 

0 

3,344 

122,847 

38,491 

0 

0 

0 
0 
0 
0 

1,867,507 

581,983 

0 

3,344 

123,029 

(57,378) 

30,000 

0 

0 
0 
0 
0 

1,867,689 

486,114 

30,000 

3,344 

3,735,196 

1,068,097 

30,000 

6,688 

Total  Costs 

S2491,496 

$161338 

SO 

$2,452,834 

$95,651 

$0 

$2387,147 

$4,839,981 

General  Fund 
State/Other  Special 
Federal  Special 

1,819,275 

400,820 

71,401 

122,664 

29,443 

9,231 

0 
0 
0 

1,941,939 

430,263 

80,632 

39,353 

44,443 
11,855 

0 
0 
0 

1,858,628 

445.263 

83,256 

3,800,567 
875,526 
163,888 

Total  Funds 

$2,291,496 

$161338 

$0 

$2,452,834 

$95,651 

$0 

$2387,147 

$4,839,981 

Program  Description 

The  Centralized  Services  Division  provides  managerial  and  administrative  support  services  to  the  department  through, 
the  Director's  Office,  which  includes  the  director,  legal  staff,  and  public  information;  and  support  services,  which 
manages  all  financial  activities,  coordinates  information  systems,  produces  publications  and  graphic  materials,  and 
performs  general  administrative  support  services.  Support  services  include  fiscal  affairs,  data  processing,  personnel, 
legal,  reception,  and  mail.  Division  responsibilities  include  trust  revenue  collection  and  distribution  and  maintenance  of 
ownership  records  for  trust  and  non-trust  state-owned  land. 

Program  Highlights 


Centralized  Services  Division 
Major  Program  Highlights 


The  executive  is  seeking  authority  for  a  new  phone  system  in  the 

Billings  office  and  rental  increases 

The  remainder  of  the  increase  is  due  to  statewide  adjustments 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommend  by 
the  Governor. 
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Program  Funding 

Table 

Centralized  Services 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$    1,819,275 

79.4% 

$  1,941,939 

79.2% 

$  1,858,628 

77.9% 

02031  Forest  Resources  -  Nursery 

5,000 

0.2% 

5,000 

0.2% 

5,000 

0.2% 

02039  Forestry-Fire  Protection  Taxes 

43,000 

1.9% 

46,000 

1.9% 

48,000 

2.0% 

02052  Rangeland  Improvement  Loans 

15,000 

0.7% 

15.000 

0.6% 

15,000 

0.6% 

02073  Forestry  -  Slash  Disposal 

- 

- 

5,000 

0.2% 

5,000 

0.2% 

02145  Broadwater O&M 

9,000 

0.4% 

9,500 

0.4% 

9,500 

0.4% 

02272  Renewable  Resources  Gmt/Loans 

- 

- 

5,000 

0.2% 

5,000 

0.2% 

02280  Forest  Resources-Timber  Sales 

75,000 

3.3% 

78,000 

3.2% 

78,000 

3.3% 

02340  Coal  Sev.  Tax  Shared  Ssr 

5,000 

0.2% 

5,000 

0.2% 

5,000 

0.2% 

02430  Water  Right  Appropriation 

27,000 

1.2% 

28,000 

1.1% 

28,000 

1.2% 

02432  Oil  &  Gas  Era 

63,000 

2.7% 

63,500 

2.6% 

63,500 

2.7% 

02449  Forest  Resources-Forest  Improv 

29,000 

1.3% 

32,000 

1.3% 

32,000 

1.3% 

02450  State  Lands  Res  Dev 

49,820 

2.2% 

51,263 

2.1% 

51,263 

2.1% 

02458  Reclamation  &  Development 

- 

- 

5,000 

0.2% 

7,000 

0.3% 

02825  Water  Well  Contractors 

5,000 

0.2% 

5,000 

0.2% 

5,000 

0.2% 

02938  TImd  -  Administration 

75,000 

3.3% 

77,000 

3.1% 

88,000 

3.7% 

03255  Csd  Federal  Indirect 

71,401 

3.1% 

80.632 

3.3% 

83.256 

3.5% 

Grand  Total 

$    2,291,496 

100.0% 

$  2,452,834 

100.0% 

$  2,387,147 

100.0% 

The  Centralized  Services  Division  is  primarily  fiinded  with  general  fund  (79.4  percent),  a  variety  of  resource-based 
accounts  (17.5  percent)  such  as  revenue  from  timber  sales  and  taxes  on  oil  and  gas  wells,  and  federal  indirect  grant 
reimbursements  (2.1  percent).  To  obtain  funding  the  department  charges  overhead  rates  to  other  divisions  to  recover 
costs.  The  rate  varies  depending  upon  the  type  and  amount  of  managerial,  payroll,  contract,  and  accoimts  payable 
services  provided  to  the  divisions. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fis^^al  7006 

Fi«ral  7007    -    — 

General 

State 

Federal 

Total 

General 

Stale 

Federal 

Total 

FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

200,660 

(77,813) 

(1,857) 

21,886 

200,852 

(77,823) 

(1,679) 

(79,410) 

Total  Statewide  Present  Law  Adjustments 

$142,876 

$41,940 

DP  2101  -  CSD  Operating  Adjustment 

0.00                9,231 
DP  2102  -  Phone  System  Billings  Office-OTO 

0 

9,231 

18,462 

0.00 

11,856 

0 

11,855 

23,711 

0.00                       0 

0 

0 

0 

0.00 

15,000 

15,000 

0 

30,000 

Total  Other  Present  Law  Adjustments 

0.00              $9,231 

$0 

$9,231 

$18,462 

0.00 

$26,856 

$15,000 

$11,855 

$53,711 

Grand  Total  All  Present  Law  Adjustments 

$161,338 

$95,651 

DP  2101  -  CSD  Operating  Adjustment  -  The  executive  budget  includes  a  request  for  an  operating  adjustment  for  rent. 
The  DNRC  office  is  located  in  a  non  state-owned  building  and  rent  is  not  shown  as  a  fixed  cost  within  Department  of 
Administration  schedules.  Rent  for  the  USF  &  G  building  in  Helena  has  been  negotiated  at  $172,927  for  FY  2006  and 
$178,176  for  FY  2007,  an  increase  from  the  FY  2004  base  ($154,595)  of  $18,332  (11.8  percent)  and  $23,581  (13.6 
percent)  respectively,  hi  addition,  janitorial  service  is  expected  to  increase  $130  each  year  of  the  biennium. 
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DP  2102  -  Phone  System  Billings  Office-OTO  -  The  executive  budget  includes  a  request  to  replace  the  phone  system  at 
the  DNRC  Billings  Office,  due  to  age  and  difficulty  in  finding  parts  for  repairs.  This  office  houses  four  divisions: 
Forestry,  Trust  Lands,  Water  Resources,  and  Conservation  and  Resource  Development  Division,  as  well  as  the 
Department  of  Environmental  Quality. 


LID 
COMMIM 


The  executive  is  requesting  the  appropriation  to  be  designated  as  one-time-only  in  nature.  The 
Department  of  Environmental  Quality  will  provide  additional  ftmding  for  this  project. 
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The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 

of  fiinding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budaet  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adiustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

20.50 

0.00 

1.00 

21.50 

0.00 

1.00 

21.50 

21.50 

Personal  Services 
Operating  Expenses 
Equipment 

809,721 

295,245 

38,307 

221,639 
93,963 
11,693 

34,129 

615,000 

0 

1,065,489 

1,004,208 

50,000 

235,386 
94,638 
11,693 

34,099 

475,000 

0 

1,079,206 

864,883 

50,000 

2,144,695 

1,869,091 

100,000 

Total  Costs 

$1,143,273 

$327,295 

$649,129 

$2,119,697 

$341,717 

$509,099 

$1,994,089 

$4,113,786 

State/Other  Special 
Federal  Special 

1,036,392 
106,881 

434,176 
(106,881) 

649,129 
0 

2,119,697 
0 

448,598 
(106,881) 

509,099 
0 

1,994,089 
0 

4,113,786 
0 

Total  Funds 

$1,143,273 

$327,295 

$649,129 

$2,119,697 

$341,717 

$509,099 

$1,994,089 

$4,113,786 

Program  Description 

The  Oil  and  Gas  Conservation  Division  administers  the  Montana  oil  and  gas  conservation  laws  to  promote  conservation 
and  prevent  waste  in  the  recovery  of  these  resources  through  regulation  of  exploration  and  production  of  oil  and  gas. 
The  division:  1)  issues  drilling  permits;  2)  classifies  wells;  3)  establishes  well  spacing  units  and  pooling  orders;  4) 
inspects  drilling,  production,  and  seismic  operations;  5)  investigates  complaints;  6)  does  engineering  studies;  7) 
determines  incremental  production  for  enhanced  recovery  and  horizontal  wells  to  implement  the  tax  incentive  program 
for  those  projects;  8)  operates  the  underground  injection  control  program;  9)  plugs  orphan  wells;  and  10)  collects  and 
maintains  complete  well  data  and  production  information. 

Program  Highlights 


Oil  and  Gas  Conservation  Division 
Major  Program  Highlights 


•  The  executive  is  seeking  authority  for  outreach  activities  to  promote 
Montana's  oil  and  gas  industries 

•  Seeking  authority  for  the  continuation  of  coal  bed  methane  baseline 
studies 

•  The  program  is  fiinded  entirely  with  state  special  revenue 


Major  LFD  Issues 


Authority  for  new  activities  should  be  designated  as  restricted  and 
one-time  only  providing  the  division  the  ability  to  evaluate  the 
activities 
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The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommend  by 
the  Governor. 


Program  Funding  Table 
Oil  &  Gas  Conservation  Div. 

Program  Funding 

Base 

FY  2004 

%  of  Base         Budget 
FY  2004         FY  2006 

%  of  Budget 
FY  2006 

Budget 

FY  2007 

%  of  Budget 
FY  2007 

02432  Oil  &  Gas  Era 
03356  Oil  &  Gas  Federal 
Grand  Total 

$  1,036,392 
106,881 

90.7%     $2,119,697 
9.3% 

100.0% 

$1,994,089 

100.0% 

S  1,143.273 

100.0%     $2,119,697 

100.0% 

$1,994,089 

100.0% 

The  division  is  funded  through  taxes  levied  on  oil  and  gas  well  and  the  class  II  annual  operating  fee.  By  statute  (15-36- 
324,  MCA)  a  percentage  of  oil  production  taxes  and  natural  gas  taxes  are  deposited  to  the  account  for  the  board's  use. 
The  board  by  statute  (82-11-131,  MCA)  can  set  privilege  and  license  tax  up  to  3/10  of  1  percent  of  the  market  value  of 
each  barrel  of  crude  petroleum  produced  and  of  each  10,000  cubic  feet  of  natural  gas  produced  to  comply  with  15-36- 
324,  MCA.  Section  82-1 1-137,  MCA,  provides  for  a  maximum  $300  annual  operating  fee  for  each  class  II  injection  well. 
The  board  set  the  fee  at  $200.  The  division  also  receives  federal  fimding  from  the  Environmental  Protection  Agency 
(EPA)  for  the  underground  injection  control  program. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fiscal  2006 

General                State 
1- 1  b                  Fund                Special 

Federal 
Special 



Total 
Funds 

Fi«ral  "3007    .    — 

FTE 

General 
Fund 

Stale 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

225,809 

(41,420) 

(1,984) 

6,525 

224,419 

(41,366) 

(1,977) 

6,582 

Total  SUtewide  Present  Law  Adjustments 

$188,930 

$187,658 

DP  2206  -  O&G  Regulatory  Program  Operating  Adjustments 

0.00                        0               75,156 

DP  2207  -  O&G  UIC  Program  Operating  Adjustments 

0.00                      0              63,209 

0 

0 

75,156 

63,209 

0.00 
0.00 

0 

0 

84,499 
69,560 

0 
0 

84,499 
69,560 

Total  Otber  Present  Law  Adjustments 

0.00                     SO           $138365 

so 

$138365 

0.00 

SO 

$154,059 

$0 

$154,059 

Grand  Total  All  Present  Law  Adjustments 

$327,295 

$341,717 

DP  2206  -  O&G  Regulatorv  Program  Operating  Adjustments  -  The  executive  is  requesting  a  present  law  adjustment  for 
personal  services  to  include;  1)  exempt  salary  and  related  benefit  increases  of  $16,398  in  FY  2006  and  $25,216  in  FY 
2007,  2)  board  per  diem  of  $9,760  per  year;  and  overtimes  of  $2,480  per  year.  Operating  increases  include;  1 )  $22,754 
per  year  to  annualize  the  cost  of  contracted  legal,  janitorial  and  database  services;  2)  $869  in  FY  2006  and  $1,394  in  FY 
2007  for  increase  rent  costs  in  non-state  owned  buildings;  3)  $9,563  per  year  in  travel  and  related  costs  of  new  field 
inspector;  and  4)  $1,492  per  year  in  increased  telephone  charges.  The  additional  authority  would  be  added  to  the  base 
and  be  used  to  purchase  replacement  vehicles. 
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DP  2207  -  O&G  UIC  Program  Operating  Adjustments  -  The  executive  is  requesting  a  present  law  adjustment  for 
personal  services  to  include;  1 )  exempt  salary  and  related  benefit  increases  of  $  11 ,652  in  fiscal  year  2006  and  $  1 7,9 1 7  in 
fiscal  2007,  2)  board  per  diem  of  $2,440  per  year;  and  overtimes  of  $620  per  year.  Operating  increases  include;  1) 
$44,328  per  year  to  annualize  the  cost  of  contracted  legal,  janitorial  and  database  services;  2)  $1999  per  year  in  travel 
and  related  costs  of  new  field  inspector;  and  4)  $3,390  in  FY  2006  and  $3,476  in  fiscal  2007  in  increase  general 
operating  costs  such  as  phone,  rent  and  supplies. 


LFD 
COMIVIENT 


In  previous  legislative  sessions,  the  division  submitted  one  decision  package  representing  present  law 
adjustments  for  both  the  Regulatory  and  UIC  programs.  This  session,  the  requests  are  in  separate 
packages. 


In  comparison,  2007  biennium  present  law  adjustment  requests  total  $138,365,  the  2005  bieimium  adjustment  was 
approved  at  $89,1 86  adjustment  for  the  same  programs.  This  represents  a  35%  increase  in  costs. 


New  Proposals 

New  Proposals 

Fiscal  2006 

General                State 
Program               FTE                 Fund               Special 

Federal 
Special 



Total 
Funds 

Fisral  '>()Cll 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  2201  -  Public  Access  Data  System-OTO 

22               1.00                        0              209.129 
DP  2203  -  O&G  Energy  Education  and  Outreach-Biennial 

22              0.00                        0              125,000 
DP  2204  -  O&G  North  American  Prospect  Exposition-Biennial 

22              0.00                        0                15,000 
DP  2205  -  Coal  Bed  Natural  Gas  Baseline  Studies 

22              0.00                      0             300,000 

0 
0 
0 
0 

209,129 

125,000 

15,000 

300,000 

1.00 
0.00 
0.00 
0.00 

0 
0 
0 
0 

209,099 
0 
0 

300,000 

0 
0 
0 

0 

209,099 
0 
0 

300,000 

Total               1 .00                      $0 

$649,129 

$0 

$649,129 

1.00 

$0 

$509,099 

$0 

$509,099 

DP  2201  -  Public  Access  Data  System-OTO  -  The  executive  is  requesting  state  special  revenue  of  $209,129  in  FY  2006 
and  $209,099  in  FY  2007  to  expand  upon  an  on-going  data  project  started  in  the  2005  biennium  to  acquire  and  maintain 
historical  oil  and  gas  data  including  well  logs  and  field  information  and  scan  the  data  for  web  delivery.  The  major 
expense  would  be  contracted  services  to  scan  the  50  years  of  historical  data  in  the  Billings  office. 

DP  2203  -  O&G  Energv  Education  and  Outreach-Biennial  -  The  executive  requests  a  biennial  appropriation  of  $125,000 
to  provide  summer  oil  and  gas  workshops  for  teachers,  provide  curricula  materials  and  field  trips  to  students  at  all  grade 
levels,  and  develop  a  science  project  competition.  The  goal  of  the  program  is  to  increase  awareness  of  the  importance  of 
the  oil  and  gas  industry  in  Montana  and  to  encourage  students  to  pursue  careers  in  the  sciences  and  technologies  used  in 
the  industry.  This  will  be  a  cooperative  effort  between  the  Montana  Board  of  Oil  and  Gas  Conservation  (Board)  and 
Montana  Tech. 


LFD 
ISSUE 


This  is  a  new  fianction  of  the  division.  The  legislature  may  wish  to  designate  this  appropriation  as  restricted 
and  one-time  only  to  provide  the  division  the  opportunity  to  implement  and  evaluate  the  program  prior  to 
adding  this  authority  to  the  base  budget. 


DP  2204  -  O&G  North  American  Prospect  Exposition-Biennial  -  The  executive  budget  includes  a  proposal  for  a  biennial 
appropriation  of  $15,000  to  sponsor  a  "Come  to  Montana"  booth  at  the  annual  North  American  Prospect  Expedition,  a 
convention  of  oil  and  gas  companies  representatives  fi-om  all  over  the  worid.  Funding  would  provide  for  out  of  state 
travel,  supplies  and  materials,  and  registration  fees. 
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Ill) 
ISSLi: 


This  is  a  new  activity  for  the  division.  The  legislature  may  wish  to  designate  this  appropriation  as  restricted 
and/or  one-time  only  to  provide  the  opportunity  to  attend  the  convention  and  evaluate  the  experience  prior 
to  adding  this  authority  to  the  base. 


DP  2205  -  Coal  Bed  Natural  Gas  Baseline  Studies  -  The  executive  is  requesting  $  300,000  in  state  special  revenue  each 
year  to  complete  baseline  studies  and  investigations  to  improve  the  effectiveness  of  the  oil  and  gas  regulatory  program  in 
relation  to  coal  bed  methane  production.  Funds  would  also  be  used  to  provide  matching  funds  for  Department  of  Energy 
research  solicitations  regarding  coal  bead  methane  production. 

Language 

The  department  is  authorized  to  decrease  state  special  revenue  money  in  the  underground  injection  control  program  and 
increase  federal  special  money  by  a  like  amount  when  the  amount  of  federal  EPA  funds  available  for  the  program 
becomes  known.  Any  federal  special  revenue  is  to  be  spent  before  state  special  revenue. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 

of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 

Proposals 

Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

21.50 

1.00 

0.00 

22.50 

1.00 

0.00 

22.50 

22.50 

Personal  Services 

Operating  Expenses 

Equipment 

Capital  Outlay 

Local  Assistance 

Grants 

Benefits  &  Claims 

Transfers 

Debt  Service 

1,181,422 

1,058,250 

24,404 

0 

213,373 

924,622 

1,000,000 

0 

77,080 

26,407 

169,422 

0 

0 

50,000 

45,431 

3,500,000 

0 

0 

0 
105,000 
0 
0 
250,000 
0 
0 
0 
0 

1,207,829 

1,332,672 

24,404 

0 

513,373 

970,053 

4,500,000 

0 

77,080 

28,455 
97,453 
0 
0 
0 
0 
3,500,000 
0 
0 

0 
102,000 
0 
0 
250,000 
0 
0 
0 
0 

1,209,877 

1,257,703 

24,404 

0 

463,373 

924,622 

4,500,000 

0 

77,080 

2,417,706 

2,590,375 

48,808 

0 

976,746 

1,894,675 

9,000,000 

0 

154,160 

Total  Costs 

$4,479,151 

$3,791,260 

$355,000 

$8,625,411 

$3,625,908 

$352,000 

$8,457,059 

$17,082,470 

General  Fund 
State/Other  Special 
Federal  Special 

2,316,762 

1,961,828 

200,561 

3,455,202 

269,356 

66,702 

0 

355,000 

0 

5,771,964 

2,586,184 

267,263 

3,455,920 
94,136 
75,852 

0 

352,000 

0 

5,772,682 

2,407,964 

276.413 

11,544,646 

4,994,148 

543,676 

Total  Funds 

$4,479,151 

$3,791,260 

$355,000 

$8,625,411 

$3,625,908 

$352,000 

$8,457,059 

$17,082,470 

Program  Description 

The  Conservation  and  Resource  Development  Division  provides  technical,  administrative,  financial,  and  legal  assistance 
to  Montana's  58  conservation  districts  by  administering  the  Conservation  District  Act,  Montana  Rangeland  Resources 
Act,  and  the  Natural  Streambed  and  Land  Preservation  Act.  The  division  also  manages  several  loan  and  grant  programs 
for  local  commimities,  local  governments,  state  agencies,  and  private  citizens.  The  programs  include  the  state  revolving 
fund,  which  currently  includes  $150  million  loaned  to  communities  for  water  and  waste  water  systems,  coal  severance 
tax  loans  to  governmental  entities  totaling  $45  million,  and  private  loans  for  $16.5  million.  Grant  programs  administered 
by  the  division  include  the  Reclamation  and  Development,  Renewable  Resource,  and  Conservation  District  grant 
programs. 

Program  Highlights 


Conservation  and  Resource  Development  Division 
Major  Budget  Higlilights 


A  $9  million  request  to  pay  off  the  Crow  Tribe  Settlement  is  included 
in  the  executive's  budget 

The  executive  is  seeking  an  expansion  to  the  State  Revolving  Fund 
Drinking  Water  Program  and  funds  to  support  the  Musselshell  Valley 
Regional  Water  Project 


Major  LFD  Issues 


The  request  for  the  Grazing  District  Commission  exceeds  the  flmding 
stream 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommend  by 
the  Governor. 


Program  Funding  Table 

Conservation/Resource  Dev  Div 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01100  General  Fund 

$2,316,762 

51.7% 

$5,771,964 

66.9% 

$  5,772,682 

68.3% 

02015  Tsep  Regional  Water  System 

360,370 

8.0% 

540,034 

6.3% 

542,932 

6.4% 

02052  Rangeland  Improvement  Loans 

8,111 

0.2% 

8,111 

0.1% 

8,111 

0.1% 

02270  Treasure  State  Endowment 

28,000 

0.6% 

28,000 

0.3% 

28,000 

0.3% 

02272  Renewable  Resources  Gmt/Lxians 

315,177 

7.0% 

- 

. 

- 

- 

02316  Go94B/Ban  93D  Admin 

15,095 

0.3% 

19,550 

0.2% 

20,400 

0.2% 

02340  Coal  Sev.  Tax  Shared  Ssr 

627,132 

14.0% 

722,563 

8.4% 

627,132 

7.4% 

02433  Grazing  District  Fees 

40,456 

0.9% 

124,456 

1.4% 

40,456 

0.5% 

02458  Reclamation  &  Development 

490,407 

10.9% 

816,390 

9.5% 

813,853 

9.6% 

02490  Drinking  Water  Investment 

- 

- 

250,000 

2.9% 

250,000 

3.0% 

02997  Go  2004A  Ww  Srf  Coi 

77,080 

1.7% 

77,080 

0.9% 

77,080 

0.9% 

03 1 78  Res  Dev  &  Cons -Fed 

35,650 

0.8% 

35,650 

0.4% 

35,650 

0.4% 

03245  Wastewater  Treatment  Grant 

74,907 

1.7% 

95,450 

1.1% 

99,600 

1.2% 

03442  Dw  Srf  03 

68,841 

1.5% 

108,000 

1.3% 

110,000 

1.3% 

03687  Drinking  Water  Srf  Ffy02 

21,163 

0.5% 

28,163 

0.3% 

31,163 

0.4% 

Grand  Total 

$4,479,151 

imnk 

S  §.625.411, 

imi% 

$8,457,059 

mm 

This  program  is  primarily  funded  with  general  fund,  RTF  accounts,  and  coal  severance  taxes. 

RTT  funding  is  used  to  administer  the  Reclamation  and  Development  Grants  Program  (RDGP)  and  the  Renewable 
Resources  Grant  and  Loan  Program  (RRGLP).  The  RDGP  is  a  state-funded  grant  program  that  assists  any  department, 
agency,  and  division  of  state  government,  tribal  government,  board,  or  commission  to  indemnify  the  people  of  the  state 
for  the  effects  of  mineral  development  on  public  resources.  The  RRGLP  funds  a  variety  of  natural  resource  projects 
including  groundwater  studies,  irrigation  projects,  water  and  soil  conservation,  and  public  wastewater  projects  primarily 
through  grants  administered  by  the  department.  Coal  severance  tax  is  used  to  provide  grants  to  conservation  districts  for 
natural  resource  related  projects  such  as  streambed  stabilization,  soil  conservation,  educational  activities,  and 
demonstrations  of  new  technologies. 

The  Natural  Resource  Development  Bureau  utilizes  nearly  half  of  the  division  general  fund  to  administer  grant  and  loan 
programs,  provide  assistance  to  conservation  districts  for  the  administration  of  water  reservations,  and  assist  landowners 
to  develop  new  irrigation.  The  Conservation  District  Bureau  utilizes  just  over  half  of  the  available  general  fund  to  assist 
Montana  conservation  and  grazing  districts.  The  remaining  program  funding  includes  miscellaneous  state  special 
revenue,  federal  drinking  water  and  water  pollution  control  fimds,  and  miscellaneous  federal  sources  used  to  supplement 
division  activities. 


Figure  1 1 

Conservation  and  Resource  Devlopment  Division 

Funding  by  Function                                                   | 

Source 

Type 

Activity 

Coal  Tax 

State  Special 

Conservation  Disuncti 

Fees 

State  Special 

Grazing  Commissin 

TSEP 

State  Special 

Regional  Water  System  Activities 

General  Fund 

General  Fund 

Crow  Tnb  Settlement 
Conservation  Districts 

Drinking  water  Funds 

State  &  Federal 

Drinking  Water  loan  Program 

Reclamation  &  Development 

State  Special 

RDGLP  Administration 

Renewable  Resources 

State  Special 

RRGP  Administrauon 
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Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


DP  2301  -  CARDD  Regional  Water  Coordinator  -  The  executive  requests  funding  to  support  the  modified  FTE  currently 
serving  as  the  Regional  Water  Coordinator.  This  position  coordinates  the  regional  water  system  projects  in  the  State  of 
Montana  from  the  state's  perspective,  coordinating  between  DNRC,  DEQ,  MDOT,  other  state  agencies  and  federal 
agencies. 


LFD 
COMMENT 


The  Regional  Water  Coordinator  manages  state  agency  activities  and  their  interaction  with  the  four 
large  regional  water  systems  currently  under  construction,  Dry  Prairie,  Dry  Red  Water,  Musselshell 
Valley,  and  North  Central  Montana  regional  system.  The  concept  of  a  Regional  Water  Coordinator 
was  first  approved  by  the  2001  legislature  in  a  one-time-only  appropriation  with  FTE  attached  in 
the  2003  legislature.  The  funding  was  again  approved,  but  the  FTE  was  not.  Due  to  the  2003  appropriation,  the  FTE 
became  modified  and  therefore  was  not  included  in  the  division's  base  budget.  This  decision  package  moves  the  cost  of 
the  FTE  into  the  division's  base  budget.  The  position  would  be  funded  by  treasure  state  endowment  program  regional 
water  system  funds,  which  are  derived  from  a  portion  of  the  interest  earned  on  the  coal  severance  permanent  trust. 


DP  2302  -  CARDD  Operating  Adjustment  -  Due  to  workload  increases  in  the  revolving  fund  loan  programs,  the 
executive  is  requesting  a  base  adjustment  for:  1)  $13,500  in  FY2006  and  $16,500  in  FY2007  for  rent  increases  in  non- 
sate  owned  buildings  in  Helena,  Billings  and  Miles  City;  2)  $30,000  in  FY2006  and  $33,000  in  FY  2007  to  annualize 
increases  in  contract  services  to  provide  support  for  grant  and  loan  programs;  and  3)  $8,200  each  year  of  the  biennium 
for  increase  travel  and  supplies. 


Present  Law  Adjustments 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

27,085 

29,321 

Vacancy  Savings 

(48,342) 

(48,428) 

Inflation/Deflation 

(5,234) 

(5,152) 

Fixed  Costs 

11,656 

11,605 

Total  Statewide  Present  Law  Adjustments 

($14,835) 

($12,654) 

DP  2301  -  CARDD  Regional  Water  Coordinator 

1.00                      0 

47,664 

0 

47,664 

1.00 

0 

47,562 

0 

47,562 

DP  2302  -  CARDD  Operating  Adjustment 

0.00                2,000 

36,000 

14,000 

52,000 

0.00 

2,000 

36,000 

20,000 

58,000 

DP  2303  -  Regional  Water  Systems 

0.00                       0 

27,000 

0 

27,000 

0.00 

0 

33,000 

0 

33,000 

DP  2310  -  Grazing  District  Commission-Biennial 

0.00                      0 

84,000 

0 

84,000 

0.00 

0 

0 

0 

0 

DP  2312  -  Crow  Tribe  Settlement  -  OTO 

0.00          4,500,000 

0 

0 

4,500,000 

0.00 

4,500,000 

0 

0 

4,500,000 

DP  2313  -  Crow  Tribe  Settlement  Adjustment 

0.00        (1,000,000) 

0 

0 

(1,000,000) 

0.00 

(1,000,000) 

0 

0 

(1,000,000) 

DP  2314  -  Conservation  Districts  Financial  Assistance-Bl 

0.00                       0 

95,431 

0 

95,431 

0.00 

0 

0 

0 

0 

Total  Other  Present  Law  Adjustments 

1.00        $3,502,000 

$290,095 

$14,000 

$3,806,095 

1.00 

$34102,000 

$116,562 

$20,000 

$3,638,562 

Grand  Total  All  Present  Law  Adjustments 

$3,791,260 

$3,625,908 

Dept  Nat  Resource/conservation 


C-140 


Conservation/resource  Dev  Div 


Dept  Nat  Resource/conservation 


23-Conservation/resource  Dev  Div 


DP  2303  -  Regional  Water  Systems  -  The  executive  is  requesting  an  adjustment  to  annualize  the  contracted  services 
costs  related  to  the  continued  development  of  Dry  Prairie  ($6,000  each  year),  Dry  Red  Water  ($9,000  each  year),  and  the 
North  Central  Regional  Water  System  ($12,000  and  $18,000).  Funding  would  be  provided  by  the  treasure  state 
endowment  program  regional  water  system  funds,  which  are  derived  from  a  portion  of  the  interest  earned  on  the  coal 
severance  permanent  trust. 


1  LI  1) 

1  COiMMKNT 

The  treasure  state  endowment  regional  water  funds  provide  administrative  costs  to  the  state  and  local 
entities  associated  with  regional  water  systems  in  order  to  provide  the  opportunity  for  state  and  local 
collaboration  on  these  large  drinking  water  projects. 

DP  2310  -  Grazing  District  Commission-Biennial  -  The  executive  budget  includes  a  request  to  restore  the  Grazing 
District  Commission  to  the  2004  appropriated  base.  The  commission  anticipates  increased  costs  for  its  contract  executive 
director  position  and  operations.  Substantial  increased  contract  legal  services  for  matters  affecting  the  commission  or  the 
operation  of  grazing  districts  are  anticipated  in  the  next  biennium. 


Ill) 

issui: 


The  Montana  Grass  Conservation  Commission  is  directed  under  Title  76,  Chapter  1 6,  MCA  to  supervise 
the  formation  and  operation  of  state  grazing  districts.  The  commission  is  funded  through  grazing  district 
fees  collected  from  members  of  the  state  grazing  districts.  The  fee  is  imposed  by  the  commission  in  an 
amount  not  in  excess  of  10-cents  per  animal  unit  month  of  grazing  preference,  based  upon  the  number  of 
animal  units  per  year  for  which  the  state  district  grants  permits.  The  current  fee  is  set  at  3-cents  per  animal  unit. 

The  revenue  from  the  grazing  fee  has  not  kept  pace  with  the  expenses  of  the  commission.  The  2003  Legislature 
approved  a  biennial  appropriation  of  $80,000  for  the  commission  and  approved  $28,043  of  division  base  expenditures 
from  the  same  revenue  source.  The  fimd  balance  at  the  beginning  of  the  2005  biennium  was  $4,607.  Revenue  to  the  fund 
in  FY  2004  totaled  $23,300  and  expenditures  were  $37,956,  creating  a  2004  fiscal  year  end  balance  of  negative  $ 
10,049.  All  expenditures  were  related  to  commission  activities.  As  illustrated  by  Figure  12,  the  commission  has  been  in  a 
negative  cash  position  since  FY  2002. 

This  decision  package  seeks  to  re-instate  the  2004  base  and 
provide  another  biennial  appropriation.  The  commission 
either  has  no  intention  of  expending  these  funds,  as 
demonstrated  by  FY  2004  expenditures,  or  the  commission 
will  raise  fees  to  increase  revenues.  As  presented,  the  decision 
package  is  not  structurally  balanced.  The  fund  has  a  negative 
cash  balance,  potential  revenue  of  $46,000  in  the  biennium, 
and  an  appropriation  of  $84,000  is  being  requested.  The 
legislature  may  wish  to  consider  the  following  options  when 
examining  the  decision  package: 

•  Reduce    total     appropriations    to    projected    fund 
revenues 

•  Direct  the  commission  to  raise  fees  to  meet  projected 
expenditures 

•  Approve  the  decision  package 


Figure 

12 

Grazing 

Commission 

Historical  Revenues  and  Disbursement 

Fiscal  Year  Revenues 

Disbursements 

Difference 

2007* 

$20,000 

$40,456 

($20,456) 

2006* 

20,000 

124,456 

(104,456) 

2005* 

20,000 

67,587 

(47,587) 

2004 

23,300 

40,456 

(17,156) 

2003 

23,052 

23,192 

(140) 

2002 

22,661 

27,305 

(4,644) 

2001 

21,143 

21,030 

113 

2000 

22,382 

19,245 

3,137 

DP  23 1 2  -  Crow  Tribe  Settlement  -  OTO  -  The  executive  is  requesting  a  $7  million  present  law  adjustment  to  fulfill  the 
state's  obligation  to  the  Crow  Tribe.  The  June  1999  Special  Session  of  the  Montana  Legislature  approved  the  water 
rights  and  coal  severance  tax  litigation  settlement  of  $15  million  with  the  Crow  Tribe.  The  state  has  paid  $6  million  of 
this  obligation  to  date.  This  request  of  $7  million,  combined  with  $2  million  currently  in  the  department  base  budget, 
would  fulfill  the  state's  financial  obligation  under  this  settlement. 
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The  Governor  is  proposing  to  use  some  of  the  one-time  general  fund  revenues  from  the  2005 
biennium  that  will  not  be  collected  during  the  2007  biennium  to  pay  off  this  obligation.  The  state  will 
not  realize  any  savings  by  paying  off  this  debt  early. 


DP  2313  -  Crow  Tribe  Settlement  Adjustment  -  The  current  base  budget  for  the  division  contains  $1  million  each  year  in 
ongoing  general  fund  support  to  pay  for  the  Crow  Tribe  Settlement.  This  adjustment  removes  the  funding  from  the  base, 
as  it  is  included  in  DP  2312  as  one-time-only  fiinds. 

DP  2314  -  Conservation  Districts  Financial  Assistance-BI  -  The  executive  requests  a  $95,431  biennial  appropriation 
from  shared  coal  severance  tax  for  conservation  district  grants  administrative  support.  This  proposal  would  increase  the 
department's  conservation  district  administrative  grant  program  by  $50,000  for  the  bieimium  and  increase  the 
conservation  district  grant  program  for  projects  and  activities  by  $45,431. 


The  shared  coal  severance  tax  fund  provides  fimding  for  conservation  districts,  the  state  library 
commission,  the  agriculture  development  council,  and  the  coal  board.  Figure  13  represents  the 
impact  of  the  multiple  agency  requests  from  this  fund.    Any  unobligated  balance  remaining  in  this 
account  at  fiscal  year  end  is  transferred  to  the  general  fund.  The  2007  biennium  transfer  amount  is  estimated  at  $84,000. 


LFD 
COMMENT 


Figure  1 3 

Coal  Tax  Shared  Revenue  Account 

2007  Biennium 

Component** 

FY  2006      FY  2007       Biennium 

Revenues 

7.75  percent  of  Coal  Tax  Revenues 

$2,449,155  $2,500,770  $4,949,925 

Expenditures 

Commerce  -  Coal  Board*/County  Planning 

$1,655,916       $88,249  $1,744,165 

Montana  State  Library  -  Statewide  Library  Resources 

403,741       403,742       807,483 

DNRC  -  Conservation  Districts/Centralized  Services 

727,563       632,132     1,359,695 

Agriculture  -  Growth  Through  Ag 

477,405       477,252       954,657 

Total 

$3,264,625  $1,601,375  $4,866,000 

Biennial  Difference  -  Transferred  to  the  General  Fund 

$83,925 

♦Coal  Board  grants  are  biennial. 

♦♦Revenues  are  as  estimated  by  the  Revenue  and  Transportation  Committee 

Expenditures  are  as  requested  in  the  executive  budget 

December  13,  2004 
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New  Proposals 

New  Proposals 

Fisc"'  '^^^^ 

.Fiiinl  7001 

General 
Program                FTE                  Fund 

Stale 

Special 

Federal 

Special 

Total 
Funds 

FTE 

General 

Fund 

Stale 

Special 

Fed  era 
Special 

Total 
Funds 

DP  2304  -  MT  Drinking  Water  Loan  Program 

23              0.00                       0             250,000 
DP  2305  -  Musselshell  Valley  Regional  Water  Project 

23              0.00                       0             105,000 
DP  2306  -  Move  Funding  Between  Stale  Special  Revenue  Funds 

23               0.00                        0                        0 

Total              0.00                     $0           $355,000 

0 

0 

0 

$0 

250.000 

105,000 

0 

$355,000 

0.00 
0.00 
0.00 
0.00 

0 
0 

0 

$0 

250,000 
102,000 

0 
$352,000 

0 
0 

0 

$0 

250,000 

102,000 

0 

$352,000 

DP  2304  -  MT  Drinking  Water  Loan  Program  -  The  executive  is  proposing  expansion  of  the  State  Revolving  Fund 
Drinking  Water  Program  to  match  the  federal  program  authority  for  the  Safe  Drinking  Water  program.  This  program 
provides  funds  for  training,  technical  assistance,  and  the  issuance  of  low  interest  loans  to  local  governmental  entities  to 
finance  drinking  water  facilities  and  implement  the  Safe  Drinking  Water  Act.  Funding  for  the  expansion  would  come 
from  the  drinking  water  investment  account,  which  is  funded  by  income  derived  from  the  investments  of  the  drinking 
water  revolving  fund. 

DP  2305  -  Musselshell  Valley  Regional  Water  Project  -  The  executive  is  requesting  authority  for  the  development  of  the 
Musselshell  Valley  Regional  Water  Project.  Funding  would  cover  the  administrative  expenses  associated  with 
maintaining  local  support  and  negotiating  agreements  to  work  on  engineering  and  environmental  planning  for  the 
regional  water  system.  This  system  would  facilitate  the  construction  of  a  regional  water  system  for  5  small  communities 
in  the  Musselshell  Valley  area.  The  service  area  includes  Fergus,  Judith  Basin,  Wheatland,  Golden  Valley,  Yellowstone, 
and  Mussellshell  counties  and  will  serve  up  to  5,000  in  population.  Funding  would  be  provided  by  the  treasure  state 
endowment  program  regional  water  system  funds,  which  are  derived  from  a  portion  of  the  interest  earned  on  the  coal 
severance  permanent  trust. 


Ill) 

COM M KM 


The  treasure  state  endowment  regional  water  fiinds  provide  administrative  costs  to  the  state  and  local 
entities  associated  with  regional  water  systems  to  provide  the  opportunity  for  state  and  local 
collaboration  on  large  drinking  water  projects. 


DP  2306  -  Move  Funding  Between  State  Special  Revenue  Funds  -  This  decision  package  moves  funding  in  the 
Conservation  District  Bureau  and  the  Resource  Development  Bureau  from  the  Renewable  Resources  fund  to  the 
Reclamation  and  Development  fund.  The  services  provided  by  these  bureaus  are  appropriately  funded  by  either  of  these 
funds.  The  movement  is  based  upon  balancing  expenditures  with  available  revenues. 


ISSIIK 


This  decision  package  illustrates  the  on-going  issue  with  the  resource  indemnity  trust  related  accounts. 
The  department  is  moving  funds  to  establish  cash  flow  fi-om  the  account  that  has  sufficient  resources  to 
cover  £inticipated  costs. 


Please  see  the  agency-wide  discussion  regarding  the  resource  indemnity  trust  and  related  accounts. 
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Language 

"The  department  is  appropriated  up  to  $600,000  for  the  2005  biennium  from  the  state  special  revenue  account  estabhshed 
in  85-1-604  for  the  purchase  of  prior  liens  on  property  held  as  loan  security  as  required  by  85-1-618".  This  has  been 
established  in  the  last  three  biennia.  This  amoimt  is  for  the  biennium. 

"The  department  is  authorized  to  decrease  Federal  special  revenue  money  in  the  Pollution  Control  and/or  Drinking  Water 
Revolving  Fimd  Loan  programs  and  increase  state  special  revenue  money  by  a  like  amoimt  within  the  Special 
Administration  Account  when  the  amount  if  federal  EPA  CAP  fiinds  have  been  expended  or  federal  funds  and  bond 
proceeds  will  be  used  for  other  program  purposes." 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

109.50 

0.00 

0.00 

109.50 

0.00 

0.00 

109.50 

109.50 

Personal  Sei^ices 
Operating  Expenses 
Equipment 
Capital  Outlay 
Local  Assistance 

5,252,169 

1,768,414 

5,772 

75 

0 

365,896 

793,206 

28,500 

0 

0 

0 

71,856 

36,695 

0 

0 

5,618,065 

2,633,476 

70,967 

75 

0 

370,736 

(1,102) 

0 

0 

0 

0 
89,556 
0 
0 
0 

5,622,905 
1,856,868 

5,772 

75 

0 

11,240,970 

4,490,344 

76,739 

150 

0 

Debt  Service 

389,042 

80,702 

0 

469,744 

80,702 

0 

469,744 

939,488 

Total  Colts 

$7,415,472 

$1,268304 

$108351 

$8,792327 

$450336 

$89,556 

$7,955364 

$16,747,691 

General  Fund 
State/Other  Special 
Federal  Special 

5,866,304 

1,464,378 

84,790 

320,952 

939,369 

7,983 

0 
108,551 

0 

6,187,256 

2,512.298 

92,773 

327,098 
1 14,922 

8,316 

0 

89,556 

0 

6,193,402 

1,668,856 

93,106 

12,380,658 

4,181,154 

185,879 

Total  Funds 

$7,415,472 

$1,268304 

$108,551 

$8,792327 

$450336 

$89356 

$7,955364 

$16,747,691 

Program  Description 

The  Water  Resources  Division  is  responsible  for  many  programs  associated  with  the  uses,  development,  and  protection 
of  Montana's  water.  It  manages  and  maintains  the  state-owned  dams,  reservoirs,  and  canals.  The  division  also  develops 
and  recommends  in-state,  interstate,  and  international  water  policy  to  the  director,  Governor,  and  Legislature.  The 
division  consists  of  an  administration  unit  and  four  bureaus:  Water  Management  Bureau,  Water  Rights  Bureau,  State 
Water  Projects  Bureau,  and  the  Water  Operations  Bureau. 

Program  Highlights 


Water  Resource  Division 
Major  Highlights 


The  executive  is  requesting  authority  to  provide  pre-construction  and 
rehabilitation  funding  for  four  high-risk  dams,  totaling  $743,600  over 
the  biennium 

The  executive  budget  includes  a  request  to  transfer  water  rights 
information  from  microfilm  to  optical  imaging 


Major  LFD  Issues 


The  water  rights  optical  imaging  project  will  require  funding  beyond 
the  initial  project  start  up  costs 

The  outcome  of  water  rights  adjudication  legislation  could  change  the 
structure  of  the  division's  budget  and  activities 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommend  by 
the  Governor. 


Program  Funding  Table 

Water  Resources  Division 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$  5.866,304 

79.1% 

$6,187,256 

70.4% 

$6,193,402 

77.9% 

02104  MisceUaneous  State  Spec  Rev 

227,504 

3.1% 

308,206 

3.5% 

308,206 

3.9% 

02145  Broadwater  O  &  M 

302,915 

4.1% 

365,071 

4.2% 

333,239 

4.2% 

02177  Cst  90  A  Fisheries  Mitigation 

- 

- 

54,000 

0.6% 

- 

- 

022 1 6  Water  Storage  St  Sp  Rev  Acct 

- 

- 

544,600 

6.2% 

- 

- 

02272  Renewable  Resources  Gmt/Loans 

16,868 

0.2% 

8,001 

0.1% 

8,001 

0.1% 

0235 1  Water  Project  Lands  Lease  Acct 

8,642 

0.1% 

8,553 

0.1% 

8,557 

0.1% 

02409  General  License 

15,658 

0.2% 

73,607 

0.8% 

73,563 

0.9% 

02430  Water  Right  Appropriation 

519,852 

7.0% 

660,506 

7.5% 

641,783 

8.1% 

02458  Reclamation  &  Development 

145,720 

2.0% 

48,453 

0.6% 

53,493 

0.7% 

02470  State  Project  Hydro  Earnings 

161,538 

2.2% 

360,538 

4.1% 

161,538 

2.0% 

02825  Water  Well  Contractors 

65,681 

0.9% 

80,763 

0.9% 

80,476 

1.0% 

03034  Yellowstone  Groundwater  Nps 

22,999 

0.3% 

22,999 

0.3% 

22,999 

0.3% 

03094  Fema  Federal  Grants 

61,554 

0.8% 

69,774 

0.8% 

70,107 

0.9% 

03308  Water  Resources  -  Federal 
Grand  Total 

237 
$7,415,472 

0.0% 
100.0% 

- 

- 

. 

- 

$  8.792,327 

100.0% 

$7,955,364 

100.0% 

The  Water  Resource  Division  is  predominantly  funded  with  general  fund  (79.1  percent),  state  special  revenue  (22.1 
percent),  and  a  minor  amount  of  federal  revenue.    Sources  and  purpose  of  state  special  revenue  include: 

Water  storage  account  funded  by  direct  allocation  of  RIT  interest  and  revenue  from  water  purchase  contracts  for 

the  purpose  of  construction,  operation,  maintenance  and  rehabilitation  of  state  water  storage  projects 

Water  rights  fees  derived  from  fees  collected  to  record  rights  to  support  water  rights  management 

Income  derived  from  state  owned  hydroelectric  projects  for  repair  and  rehabilitation  of  state  owned  water 

projects 

General  license  account  dollars  for  fisheries  mitigation  work 

Fees  from  water  well  contractors  support  the  Board  of  Water  Well  Contractors 


Federal  funds  are  from  Federal  Emergency  Management  Agency  (FEMA)  grants  and  the  Bureau  of  Reclamation. 


LFD 
ISSUE 


Rir  accounts  in  this  division  are  Renewable  Resources,  Water  Storage,  and  Reclamation  and  Development. 
Please  see  the  agency-wide  issue  regarding  the  Resource  Indemnity  Trust. 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Present  Law  Adjustments 

„   _.   .      „      Fisc^'  ')nnA_ 

Fwr-il  ''007 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

599,143 

(234,047) 

(18,472) 

24,638 

604,190 

(234,254) 

(17,855) 

38,790 

Total  Sutewide  Present  Law  Adjustments 

$371,262 

$390,871 

DP  2402  -  Water  Resources  Operating  Adjustments 

0.00               78,531                91,485 
DP  2403  -  Rehab  of  N.  Fork  of  Smith  Dam  and  Nilan  North  Dam 

0 

170,016 

0.00 

66,541 

90,498 

0 

157,039 

0.00                      0             330,000 
DP  2404  -  Broadwater  Power  Project-FERC  Fisheries  Mitigation 

0.00                        0               86,000 
DP  2405  -  Water  Projects  Pre-construction  Engineering 

0.00                      0            413,600 
DP  2406  -  Water  Well  Contractors  Litigation  &  PerDiem-RST-OT 

0.00                        0                16,800 
DP  2407  -  FBC  Operating  Budget 

0.00                        0           (119,374) 

0 
0 
0 
0 
0 

330,000 

86,000 

413,600 

16,800 

(119,374) 

0.00 
0.00 
0.00 
0.00 
0.00 

0 
0 
0 
0 
0 

0 
0 
0 

16,800 
(114,374) 

0 
0 
0 

0 
0 

0 
0 
0 

16,800 
(114,374) 

Total  Other  Present  Law  Adjustments 

0.00             $78331 

$818311 

$0 

$897,042 

0.00 

$66341 

($7,076) 

$0 

$59,465 

Grand  Total  All  Present  Law  Adjustments 

$1,268,304 

$450,336 

DP  2402  -  Water  Resources  Operating  Adjustments  -  The  executive  requests  $75,531  general  fund  and  $91,485  state 
special  revenue  for  FY  2006  and  $66,541  general  fund  and  $90,498  state  special  revenue  for  FY  2007  for  operating 
adjustments.  Over  the  biennium  this  would  include;  1)  $28,500  for  server  and  database  equipment  replacement,  2) 
$67,620  for  contracted  services  including  participation  in  the  USGS  cooperative  stream  gauging  program  and  records 
management;  3)  $46,950  for  leased  vehicles;  4)  $23,961  in  rent  adjustments  for  non-state  owned  buildings  in  Kalispell, 
Missoula  and  Bozeman,  and  5)  debt  service  for  repayment  of  a  federal  loan  for  rehabilitation  on  the  middle  creek  dam  of 
$161,404. 

DP  2403  -  Rehab  of  N.  Fork  of  Smith  Dam  and  Nilan  North  Dam  -  The  executive  budget  includes  a  request  of  $330,000 
for  the  restoration  of  one-time-only,  restricted  biennial  state  special  revenue  funds  authorized  by  the  2003  legislature  for 
the  North  Fork  of  Smith  Dam  and  Nilan  North  Dam  projects.  Final  design  and  construction  was  delayed  as  the  new 
spillway  standards  for  high  hazard  dams  were  not  completed. 

•  The  North  Fork  of  the  Smith  Dam,  built  in  1936,  is  84  feet  high  and  1300  feet  long.  The  earthen  embankment  is 
classified  as  high  hazard,  which  means  there  may  be  loss  of  life  if  the  dam  were  to  fail.  The  department  has  a 
Renewable  Resource  Grant  in  the  amount  of  $100,000  and  a  loan  in  the  amount  of  $425,000  for  the  Project. 
The  additional  funding  of  $260,000  for  the  Project  is  requested  as  a  biennial  appropriation  and  would  come  from 
the  Water  Storage  Account. 

•  The  Nilan  North  Dam  was  constructed  in  1952,  and  is  classified  as  high  hazard.  The  reservoir  provides  10,090 
acre-feet  of  irrigation  water  to  the  Nilan  Water  Users'  Association,  and  is  a  popular  recreation  area.  The  project 
would  repair  the  outlet  structure  at  the  North  Dam.  There  is  also  a  considerable  amount  of  seepage  that  exits  in 
the  location  of  the  outlet.  The  funding  of  $70,000  for  the  project  would  be  used  to  pay  the  rehabilitation 
construction  costs,  and  is  requested  as  a  biennial  appropriation  from  the  Water  Storage  Account. 


1.11) 
COMMKNT 


The  executive  is  requesting  a  biennial  appropriation.  The  legislature  may  wish  to  consider  adding  one- 
time-only and/or  restricted  designations  as  the  work  should  be  completed  within  the  2007  biennium. 
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DP  2404  -  Broadwater  Power  Proiect-FERC  Fisheries  Mitigation  -  The  executive  requests  a  biennial  appropriation  of 
$86,000  in  state  special  revenue  to  fund  fisheries  mitigation  work  required  by  the  Federal  Energy  Regulatory 
Commission  (FERC)  licenses.  If  approved  the  funds  would  be  used  to  contract  with  the  Department  of  Fish,  Wildlife  and 
Parks  (DFWP)  to  perform  annual  fish  population  studies  and  evaluation  of  completed  habitat  improvement  projects  to 
mitigate  impacts  from  the  construction  of  the  Broadwater  Hydropower  Plant.  State  special  revenue  for  fisheries 
mitigation  and  Broadwater  operations  and  maintenance  would  fund  this  proposal 

DP  2405  -  Water  Projects  Pre-construction  Engineering  -  The  executive  is  requesting  a  one-time-only,  biennial 
appropriation  of  $413,600  in  state  special  revenue  for  land  surveying  services  and  pre-construction  engineering  on  two 
projects  in  need  of  major  rehabilitation.  Fimds  of  $388,600  would  be  used  to  contract  with  private  engineering  firms  to 
complete  the  pre-construction  engineering  on  two  state  owned  high  hazard  dams,  the  Ruby  Dam  and  the  Painted  Rock 
Dam.  The  engineering  would  establish  the  basis  for  fimding  and  carrying  out  the  actual  rehabilitation  construction  stage. 
The  additional  $25,000  would  be  used  to  cover  retainer  fees  for  land  surveying  services  conducted  during  the  course  of 
construction/rehabilitation  activities  on  state-owned  dams,  canals,  and  lands  scheduled  for  sale  or  exchange. 


LFD 
COMMENT 


Rehabilitation  is  accomplished  in  two  major  stages,  the  first  is  pre-construction  engineering  and  the 
second  is  final  engineering  design  and  construction.  This  decision  package  does  not  cover  the  cost  of 
the  rehabilitation.   Appropriation  for  repairs  will  need  to  be  made  by  the  2007  legislature  based  on 
the  outcomes  of  the  work  associated  with  this  decision  package. 

DP  2406  -  Water  Well  Contractors  Litigation  &  PerDiem-RST-OT  -  The  executive  is  seeking  an  increase  in  Authority  of 
$33,600  in  state  special  revenue  for  increases  contracted  legal  and  other  litigation  costs  of  the  Board  of  Water  Well 
Contractors.  Bond  revenues  from  contractors  are  not  available  prior  to  incurring  these  costs.  The  balance  of  the  request 
is  for  increased  travel  and  per  diem  costs  for  the  non-government  representatives  of  the  board.  Fees  from  water  well 
contractors  support  this  activity. 

DP  2407  -  FBC  Operating  Budget  -  The  Flathead  Basin  Commission  (FBC)  is  charged  to  protect  the  natural  resources 
and  environment  of  the  Flathead  Basin.  The  commission  was  administratively  attached  to  the  department  by  the  2003 
legislature.  The  executive  is  requesting  a  reduction  in  the  amount  of  $1 19,374  in  FY  2006  and  $  1 14,374  in  FY  2007  to 
reflect  operational  changes. 


LFD 
ISSUE 


The  2003  legislature  transferred  the  Flathead  Basin  Commission  (FBC)  to  the  department  temporarily. 
Statute  (2-15-213,  MCA)  supporting  this  transfer  terminates  on  June  30,  2005.  If  legislation  to  extend  the 
termination  date  does  not  pass,  the  commission  would  be  transferred  back  to  the  Governor's  Office.  FY 
2004  base  expenditures  were  $41,656.  The  legislature  may  wish  to  make  this  decision  package  contingent 
upon  the  approval  of  that  legislation. 

The  Flathead  Basin  Commission  is  supported  with  funding  fi-om  the  reclamation  and  development  account  and  the 
renewable  resources  accoimt  funded  with  Resource  Indemnity  Trust  interest.  Please  see  the  agency-wide  issue  on  the 
Trust. 
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New  Proposals 

New  Proposals 

Fic^il  '>f>n7.. 

General               State 
Program               FTE                 Fund               Special 

Federal 
Special 

Total 
Funds 

Fit 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  2408  -  Water  Right  Records  Optical  Imaging-OTO 

24              0.00                        0              108.551 

Total              0.00                     $0           $108,551 

0 

$0 

108.551 

$108,551 

0.00 

0.00 

0 

$0 

89,556 

$89,556 

0 

$0 

89^56 

$89,556 

DP  2408  -  Water  Right  Records  Optical  Imaging-OTO  -  The  executive  is  requesting  $198,107  in  state  special  revenue  to 
replace  the  microfilm  system  with  an  optical  imaging  system  to  capture  water  right  information  consisting  of  350,000 
plus  files  and  over  six  million  images.  This  system  would  transfer  the  information  from  read  only  microfilm  system  to 
Internet  accessible  files  linked  with  the  water  rights  database.  This  proposal  would  fund  scanning  equipment,  software, 
digital  storage,  and  temporary  employees  to  complete  the  scanning  process.  This  process  would  take  four  years  to 
complete. 


LID 
ISSIK 


The  water  rights  database  is  an  integral  part  of  the  water  rights  adjudication  process.  Major  legislation 
regarding  the  funding  of  the  adjudication  project  will  be  introduced  this  session.  Please  see  the  agency- 
wide  issue  on  the  water  adjudication  process. 


The  executive  has  requested  a  one-time-only  (OTO)  designation  on  a  project  that  is  expected  to  take  four  years.  The 
project  will  rise  in  costs  in  the  second  two  years  of  the  project,  due  to  increases  in  digital  storage  and  software  upgrades. 
As  with  microfilm,  digital  storage  does  have  continuing  costs  beyond  the  initial  work  of  scanning  the  documents  into  the 
system.  Should  the  legislature  accept  this  decision  package,  future  funding  will  be  required  to  keep  this  project  viable. 

Because  difficulties  in  this  project  could  impact  the  entire  water  adjudication  indirectly,  the  legislature  may  also  wish  to 
require  the  department  to  provide  an  update  to  the  Environmental  Quality  Council  on  the  progress  and  expenses  related  to 
the  transition  fi-om  microfilm  to  digital  imaging  of  water  rights  records  and  related  images. 


Language 

The  Water  Resources  Division  requires  three  language  appropriations: 

1)  During  the  2007  biennium,  up  to  $1  million  of  funds  currently  in  or  to  be  deposited  in  the  Broadwater 
replacement  and  renewal  account  is  appropriated  to  the  department  for  repairing  or  replacing  equipment  at  the 
Broadwater  hydropower  facility. 

2)  During  the  2007  biennium,  up  to  $70,000  of  interest  earned  on  the  Broadwater  water  users  account  is 
appropriated  to  the  department  for  the  purpose  of  repair,  improvement,  or  rehabilitation  of  the  Broadwater- 
Missouri  diversion  project. 

3)  During  the  2007  biennium,  up  to  $500,000  of  funds  currently  in  or  to  be  deposited  in  the  state  project 
hydropower  earnings  account  is  appropriated  for  the  purpose  of  repairing,  improving,  or  rehabilitating 
department  state  water  projects. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

PTK 

9.00 

0.00 

0.00 

9.00 

0.00 

0.00 

9.00 

9.00 

Personal  Services 
Operating  Expenses 

530,733 
133,717 

27,891 
(2,004) 

0 
0 

558,624 
131,713 

27,705 
(734) 

0 
0 

558,438 
132,983 

1,117,062 
264,696 

Total  Costs 

$664,450 

$25,887 

$0 

$690337 

$26,971 

$0 

$691,421 

$1381,758 

General  Fund 

664,450 

25,887 

0 

690,337 

26,971 

0 

691,421 

1,381,758 

Total  Funds 

$664,450 

$25,887 

$0 

$690337 

$26,971 

$0 

$691,421 

$1381,758 

Program  Description 

The  Montana  Reserved  Water  Rights  Compact  Commission  was  created  by  the  Legislature  in  1 979  as  part  of  the 
statewide  water  rights  adjudication  effort.  It  consists  of  four  members  appointed  by  the  Governor,  two  by  the  President 
of  the  Senate,  two  by  the  Speaker  of  the  House  of  Representatives,  and  one  by  the  Attorney  General.  Members  serve  for 
four  years.  The  commission  negotiates  water  rights  with  the  Indian  tribes  and  federal  agencies,  which  claim  federal 
reserved  water  rights  within  the  state,  to  establish  a  formal  agreement  (compact)  on  the  amount  of  water  to  be  allocated 
to  each  interest.  Legal,  technical,  and  administrative  staff  supports  the  commission. 

Program  Highlights 


Reserved  Water  Rights  Compact  Commission 
Major  Program  Highlights 


The  budget  increase  is  attributed  to  the  statewide  adjustments  and 
miscellaneous  operating  expenses 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommend  by 
the  Governor. 


Program  Funding  Table 
Reserved  Water  Rights  Co 

Program  Funding 

Base           %  of  Base         Budget 
FY  2004          FY  2004          FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

01100  General  Fund 
Grand  Total 

$     664,450            100.0%     $     690,337 
$     664,450            100.0%     $     690,337 

100.0% 
100.0% 

$     691,421 
$     691,421 

100.0% 
100.0% 

The  commission  is  funded  exclusively  with  state  general  fund. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Presenl  I^w  Adjustments 

.._...    ...      Fisral  '>nO^ 

Fiscal  2007 

State 
Special 

General                State 
FTE                  Fund                Special 

Federal 
Special 

Total 
Funds 

Kit 

General 
Fund 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

46,134 

(23,073) 

(231) 

(4,343) 

45,940 

(23,065) 

(181) 

(4,352) 

Total  SUtewide  Present  Law  Adjustments 

$18,487 

$18,342 

DP  250 1  -  Reserved  Water  Rights  Compact  Commission  Operating 
0.00                7,400                      0 

0 

7.400 

0.00 

8.629 

0 

0 

8,629 

Total  Other  Present  Law  Adjustments 

0.00               $7,400                      $0 

SO 

$7,400 

0.00 

$8,629 

SO 

SO 

$8,629 

Grand  Total  All  Present  Law  Adjustments 

$25,887 

$26,971 

DP  2501  -  Reserved  Water  Rights  Compact  Commission  Operating  -  The  executive  is  requesting  a  present  law 
adjustment  to  annualize  the  increase  in  rent  and  janitorial  services.  The  adjustment  also  restores  travel  and  per  diem  for 
the  nine  commission  members. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  fiinding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FIE 

288.74 

2.00 

0.00 

290,74 

2.00 

0.00 

290.74 

290.74 

Personal  Services 

Operating  Expenses 

Equipment 

Capital  Outlay 

Grants 

Transfers 

Debt  Service 

12,018,161 

6,015,214 

599,324 

0 

37,243 

398,339 

17,646 

1,445,744 

382,605 

16,000 

0 

0 

353,117 

0 

0 
35,180 
0 
0 
0 
0 
0 

13,463,905 

6,432,999 

615,324 

0 

37,243 

751,456 

17,646 

1,462,586 
417,422 
0 
0 
0 
154,762 
0 

0 
35,180 
0 
0 
0 
0 
0 

13,480,747 

6,467,816 

599,324 

0 

37,243 

553,101 

17,646 

26,944,652 

12,900,815 

1,214,648 

0 

74,486 

1,304,557 

35,292 

Total  Costs 

$19,085,927 

$2,197,466 

$35,180 

$21318,573 

$2,034,770 

$35,180 

$21,155,877 

$42,474,450 

General  Fund 
State/Other  Special 
Federal  Special 

6,158,738 

11,625,982 

1,301,207 

815,529 

1,138,313 

243,624 

21,108 
11,609 
2,463 

6,995,375 

12,775,904 

1,547,294 

633,845 

1,155,462 

245,463 

21,108 
11,609 
2,463 

6,813,691 

12,793,053 

1,549,133 

13,809,066 

25,568.957 

3,096,427 

Total  Funds 

$19,085,927 

$2,197,466 

$35,180 

$21,318,573 

$2,034,770 

$35,180 

$21,155,877 

$42,474,450 

Program  Description 

Forestry 

The  Forestry  Division  is  responsible  for  planning  and  implementing  forestry  programs  statewide.  Forestry 
responsibilities  include  protecting  natural  resources  from  wildfire,  regulating  forest  practices,  and  providing  a  variety  of 
services  to  private  forest  landowners.  Specific  programs  include: 

•  Fire  and  Aviation  Management  -  Protecting  50  million  acres  of  state  and  private  forest  and  watershed  lands  from 
wildfire  through  a  combination  of  direct  protection  and  county  support 

•  Forest  Practice  Regulation  -  Enforcing  Montana's  streamside  management  zone  regulations  and  monitoring  the 
voluntary  best  management  practices  program  on  all  forests  in  Montana 

•  Administering  Montana  Fire  Hazard  Reduction  Law  -  Ensuring  that  the  fire  hazard  created  by  logging  and  other 
forest  management  operations  on  private  forest  lands  is  adequately  reduced,  or  that  additional  fire  protection  is 
provided  until  the  hazard  is  reduced 

•  Providing  Forestry  Services  -  Providing  technical  forestry  assistance  to  private  landowners,  businesses  and 
communities 

•  Tree  and  Shrub  Nursery  -  Growing  and  selling  seedlings  for  conservation  and  reforestation  plantings  on  state  and 
private  lands  in  Montana 

Trust  Land  Management 

The  Trust  Land  Management  Division  is  responsible  for  managing  Montana's  trust  land  resources  to  provide  revenues 
for  the  trust  beneficiaries  while  considering  environmental  factors  and  protecting  future  income  generating  capacity  of 
the  land.  The  division  provides  this  through  four  primary  programs:  forest  management,  agriculture  and  grazing 
management,  special  use  management  and  minerals  management 
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Program  Highlights 


Forestry  and  Trust  Land  Management  Divisions 
Major  Budget  Highlights 


The  executive  is  seeking  funding  for  an  additional  2  FTE  to  hire 

foresters  to  assist  in  meeting  the  workload  related  to  the  increase  in 

timber  harvest  on  state  lands 

Executive    is    seeking    authority   to    build    a    fifth   helicopter    for 

department  use 

Seasonal  fire  pay  exceptions  are  being  requested 

Statewide  adjustments  contribute  to  budget  increases 

No  rate  increase  is  being  sought  for  the  air  operations  program 


Major  LFD  Issues 


The  nursery  program  could  be  tracked  with  a  proprietary  account 
Seasonal  fire  pay  could  be  made  permanent 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommend  by 
the  Governor. 


Program  Funding 

Table 

Forestry/Trust  Lands 

Base             %  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004           FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$     6,158,738              32.3% 

$ 

6,995,375 

32.8% 

$     6,813,691 

32.2% 

0203 1  Forest  Resources  -  Nursery 

372,726              2.0% 

446,321 

2.1% 

455,273 

2.2% 

02039  Forestry-Fire  Protection  Taxes 

2,335,114             12.2% 

2,614,847 

12.3% 

2,616,783 

12.4% 

02073  Forestry  -  Slash  Disposal 

106,269              0.6% 

139,035 

0.7% 

139,069 

0.7% 

0224 1  Dsl  Recreational  Use  Account 

70,273               0.4% 

88,273 

0.4% 

88,273 

0.4% 

02280  Forest  Resources-Timber  Sales 

3,021,755             15.8% 

3,288,471 

15.4% 

3,293,449 

15.6% 

02324  State  Land  Bank 

- 

153,000 

0.7% 

153,000 

0.7% 

02449  Forest  Resources-Forest  Improv 

1,551,189              8.1% 

1,571,303 

7.4% 

1,571,918 

7.4% 

02450  State  Lands  Res  Dev 

496,124               2.6% 

496,124 

2.3% 

496,124 

2.3% 

02681  Historic  Right-Of-Way  Acct 

5,000              0.0% 

5,000 

0.0% 

5,000 

0.0% 

02836  Commercial  Leases  -  Tlmd 

- 

30,000 

0.1% 

32,000 

0.2% 

02938  Tlmd  -  Administration 

3,667,532             19.2% 

3,943,530 

18.5% 

3,942,164 

18.6% 

03068  Forest  Resources-Fire 

759,071               4.0% 

984,857 

4.6% 

985,149 

4.7% 

03069  Forest  Resources  -  Pfa 

542.136              2.8% 

562.437 

2.6% 

563.984 

2.7% 

Grand  Total 

$    19,085,927           100.0% 

L 

21,318,573 

100.0% 

$  21,155,877 

100.0% 

The  Forestry  Division  is  supported  with  a  mix  of  general  fund,  state  special  revenue,  and  federal  fimding.  General  fund 
provides  general  division  support  as  well  as  the  fixed  costs  of  the  Fire  and  Aviation  Management  program.  A  transfer 
from  the  general  fund  is  made  to  the  proprietary  fund,  fi"om  which  it  is  spent. 

State  special  revenue  fi-om  the  sale  of  nursery  stock  and  forest  improvement  fees  is  used  to  support  the  nursery.  The  land 
board  approves  the  variable  forest  improvement  fee  when  timber  sales  are  approved  based  upon  the  state's  projected 
costs  of  slash  disposal,  road  maintenance,  and  reforestation.  Fees  consist  of  $25  for  each  slash  hazard  reduction 
agreement,  and  $.060  per  thousand  board  feet  sold,  plus  any  forfeited  fire  hazard  reduction  bonds. 
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The  department  is  also  required  to  collect  up  to  one-third  of  the  state's  fire  protection  appropriation  from  private 
landowners.  The  other  two-thirds  is  funded  with  general  fiind  and  federal  funds.  The  department  is  required  to  levy  the 
tax  so  that  collections  equal  the  amount  appropriated  by  the  legislature. 

The  Trust  Land  Management  division  is  fimded  with  trust  fund  revenue,  timber  sales,  and  forest  resource  fees.  The 
remaining  funding  is  from  recreational  use  and  resource  development  of  state  lands.  Because  funding  for  state  lands  is 
taken  directly  from  revenues,  any  expenditures  for  administration  of  state  lands  is  a  direct  reduction  in  trust  income. 
General  fund  is  utilized  for  personal  services  for  the  management  of  non-trust  state  lands. 


1  LID 

1  COMMENT 

The  constitutionality  of  this  methodology  for  funding  trust  lands  management  has  been  questioned. 
Please  see  the  agency-  wide  issue  on  funding  trust  land  management  administration. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

.   ___   _      „   pisc'^)  iCiCtfk 

Picr^I  lCi(M 

General 
FTE                 Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

1,720,709 

(549,553) 

(41,825) 

87,857 

1,738,420 

(550,264) 

(41,089) 

118,728 

Total  Statewide  Present  Law  Adjustments 

$1,217,188 

$1,265,795 

DP  3502  -  Fire  Seasonal  Pay  Exception 

0.00                      0              66,000 
DP  3503  -  Forestry  Operating  Adjustment 

0.00              106,657              109,813 
DP  3506  -  Build  additional  UH-1  Helicopter-OTO 

0.00             200,000                        0 
DP  352 1  -  Trust  Land  Management  Operating  Adjustment 

0.00                        0                11,544 
DP  3522  -  Trust  Lands  Recreational  Use 

134,000 

30,673 

0 

0 

200,000 

247,143 

200,000 

11,544 

0.00 
0.00 
0.00 
0.00 

0 
107,743 

b 

0 

66,000 

118,951 

0 

14.183 

134,000 

30,668 

0 

0 

200,000 

257,362 

0 

14,183 

0.00                        0 
DP  3523  -  Trust  Land  Commercial  Leasing 

0.00                        0 
DP  3524  -  Trust  Land  Banking 

0.00                        0 
DP  3525  -  Trust  Land  Road  Maintenance 

18,000 

30,000 

153,000 

0 
0 
0 

18,000 

30,000 

153,000 

0.00 
0.00 
0.00 

0 
0 
0 

18,000 

32,000 

153,000 

0 
0 
0 

18,000 

32,000 

153,000 

0.00                      0 
DP  3526  -  Trust  Land  Replacement  Equipment-OTO 

0.00                        0 
DP  3527  -  Forest  Management  Sustained  Yield  Fit 

2.00                        0 

30,000 
16,000 
74,588 

0 
0 
0 

30,000 
16,000 
74.588 

0.00 
0.00 
2.00 

0 
0 
0 

30,000 

0 

74.430 

0 
0 
0 

30,000 

0 

74,430 

Total  Other  Present  Law  Adjustments 

2.00           $306,657 

$508,945 

$164,673 

$980,275 

2.00 

$107,743 

$506,564 

$164,668 

$778,975 

Grand  Total  All  Present  Law  Adjustments 

$2,197,463 

$2,044,770 

*  Note:  Inflation/Deflation  and  Fixed  Costs  were  adjusted  by  program,  but  do  not  total  correctly.  Total  funds  in  FY  2007 
should  be  $2,034,770. 
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DP  3502  -  Fire  Seasonal  Pay  Excq)tion  -  The  executive  is  requesting  an  extension  of  the  authority  granted  by  the  2003 
Legislature  to  provide  a  pay  exception  for  DNRC  seasonal  fire  fighters.  This  proposal  would  grant  the  department  the 
ability  to  offer  a  pay  exception  for  seasonal  firefighters  to  make  a  pay  matrix  similar  to  that  of  surrounding  states  (Idaho 
Department  of  Lands  and  Oregon  Department  of  Forestry)  with  similar  programs. 


LFl) 
COMINIKNT 


The  pay  exception  for  seasonal  fire  fighters  was  originally  established  through  a  one-time-only 
budget  adjustment  through  the  Office  of  Budget  and  Program  Planning  in  the  2003  biennium.  The 
2003  Legislature  granted  a  one-time-only  authorization  for  the  2005  biennium  to  allow  the 
department  to  continue  the  pay  exception  to  increase  the  ability  to  compete  with  the  seasonal  federal 
jobs  and  the  surrounding  states. 

This  decision  package  requests  that  the  legislature  move  this  funding  into  the  base  to  permanently  provide  the 
department  with  the  ability  to  offer  a  pay  exception.  Funding  for  the  pay  exception  would  consist  of  33  percent  state 
forestry  fu-e  protection  taxes  and  67  percent  federal  fire  resource  dollars. 


DP  3503  -  Forestry  Operating  Adjustment  -  The  executive  is  requesting  operations  adjustments  for:  1)  $153,117  in  FY 

2006  and  $154,762  in  FY  2007  in  transfer  authority  to  fimd  rent  and  aircraft  insurance  for  the  department's  Fire  & 
Aviation  Management  program  funding  provided  with  general  funds  and  state  fire  protection  taxes;  2)  federal  fire 
resources  funding  authority  of  $30,673  in  FY  2006  and  $30,668  in  FY  2007  to  support  maintenance  and  training  needs 
associated  with  federal  assist  fires.  3)  $38,753  in  FY  2006  and  $47,332  in  FY  2007  for  increased  operating  costs  within 
the  Nursery  due  to  projected  increases  in  production  and  sales  fimded  fi-om  nursery  revenues;  4)  $19,000  in  FY2006  and 

2007  to  provide  for  increased  slash  inspections  associated  with  increased  logging  activity  on  state  and  private  land 
fimded  through  slash  disposal  fees;  and  5)  $5,600  in  FY  2006  and  FY  2007  for  rent  increases  of  state  offices  located 
outside  of  the  Capitol  Complex  (Hamilton  and  Bozeman)  funded  with  general  fund. 


LID 

issui: 


The  Conservation  Seedling  Nursery  produces  tree  and  shrub  seedlings  for  use  in  various  conservation 
projects.  The  goal  of  the  program  is  to  produce  and  distribute,  at  a  nominal  cost,  quality  seedlings  for 
non-ornamental  conservation  plantings  in  Montana.  The  nursery  sells  to  divisions  within  DNRC,  other 
state  agencies,  federal  agencies,  and  private  landowners.  Nursery  stock  is  priced  at  a  level  to  recover 
the  costs  of  operating  the  nursery. 

Figure  14  provides  an  accounting  for  nursery 
revenues  and  expenditures  since  FY  2000.  The 
nursery  has  experienced  net  operating  losses  in  FY 
2000,  2002  and  2004  and  achieved  profits  in  FY 
2001  and  FY  2003.  Specifically,  in  FY  2004,  the 
nursery  achieved  revenues  of  $371,014  and  paid 
expenses  of  $377,480,  for  a  net  operating  loss  of 
$6,466.  The  nursery  fund  balance  is  highest  in  the 
spring  and  lowest  in  the  fall.  Because  it  is  part  of 
operations,  other  fiinding  services  could  be  used  to 
subsidize  operations  in  the  years  when  expenditures 
exceed  revenues.  Utilization  of  a  proprietary 
account  would  allow  the  legislature  to  regularly 
track  revenues  and  expenditures. 


Figure  14 

Conservation  Seedling  Nursery  Program 

Revenues  and  Exp 

enses 

FY  2000 

FY  2201 

FY  2002 

FY  2003 

FY  2004 

Operating  Revenues: 

Sale  of  Nursery  Products 

$254,536 

$343,406 

$368,797 

$326,659 

$360,991 

Other  Operating  Revenues 

13,446 

3,478 

12 

1.186 

10,023 

Total  Operating  Revenue 

267,982 

346,884 

368,809 

327,845 

371,014 

Operating  Expensej: 

Personal  Services 

193,291 

235,962 

256.146 

251.718 

270,743 

Other  Operating  Expenses 

81.330 

97.640 

94,887 

68,458 

106,737 

Equipment 

38,570 

Debt  Service 

50 

5,135 

5,135 

5,135 

5,135 

Total  Operating  Expenses 

274,621 

333,602 

394.738 

320,176 

377.480 

Operating  Income  (Loss) 

(6.639) 

1332 

(25,929) 

7,669 

(6,466) 

60  days  of  expenses 

S44,664 

$57,814 

$61,468 

$54,641 

$61,836 

(Total  Operating  Expenses  divided  by  6) 
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LFD 

ISSUE  CON T 


The  nursery  operates  within  the  Forestry  Division,  but  does  not  utilize  a  proprietary  fund  to  track 
revenues  and  expenses  and  provide  assurance  of  working  capital.  17-2-102,  MCA  defines  fund 
structure  for  state  government,  which  estabUshes  the  use  of  proprietary  funds  for  operations  that: 


"...are  fmanced  and  operated  in  a  manner  similar  to  private  business  enterprises  whenever  the  intent  of  the 
legislature  is  that  costs  (i.e.,  expenses,  including  depreciation)  of  providing  goods  or  services  to  the  general 
pubUc  on  a  continuing  basis  are  to  be  fmanced  or  recovered  primarily  through  user  charges;  [or]. .  .whenever  the 
legislature  has  decided  that  periodic  determination  of  revenue  earned,  expenses  incurred,  or  net  income  is 
appropriate  for  capital  maintenance,  pubUc  policy,  management  control,  accountabiUty,  or  other  purposes." 

The  nursery  is  operated  in  a  manner  similar  to  private  business,.  A  proprietary  fund  would  establish  a  means  to  track 
operating  costs,  revenues,  set  asides  for  inventory  and  equipment,  and  establish  working  capital.  This  fund  would 
provide  the  legislature  with  the  ability  to  review  the  fmancial  position  of  the  nursery  program  as  a  whole,  rather  than  as  a 
part  of  operations . 

Option  A:  Require  that  the  nursery  convert  to  a  proprietary  account 
Option  B:  Maintain  the  current  fluid  structure 

The  issue  before  the  legislature  is  to  determine  if  the  nursery  program  should  be  reviewed  periodically  by  the  legislature. 
If  so,  the  legislature  may  wish  to  consider  accounting  for  the  nursery  operations  through  a  proprietary  fund. 


DP  3506  -  Build  additional  UH-1  Helicopter-OTO  -  The  executive  requests  funding  to  build  an  additional  UH-1 
helicopter  to  increase  the  fire  fighting  capabilities  of  the  state  helicopter  fleet.    The  cost  to  build  the  additional  UH-l 
helicopter  is  estimated  to  be  $256,000,  based  on  a  FY  2005  project  completed  in  July  2004.  Funding  would  consist  of 
$200,000  fi-om  one-time-only  general  fund  and  the  utilization  of  $56,000  of  existing  internal  service  funds  to  complete 
the  project. 


LFD 
COMMENT 


The  helicopter  completed  m  July  2004  was  fiinded  with  $150,000  of  Job  and  Growth  Tax 
Reconciliation  and  Relief  Act  funds  from  the  federal  government.  The  Office  of  Budget  Program 
and  Planning  approved  the  budget  amendment  to  utilize  the  one-time  federal  funds.  The  availability 
of  a  fifth  helicopter  could  reduce  the  amount  spent  on  contract  helicopter  services  for  fire  suppression.  A  department 
owned  heUcopter  costs  approximately  $197,000  per  year  to  operate.  A  one  hundred  day  helicopter  contract  costs 
approximately  $967,000.  In  a  year  when  the  department  needs  additional  helicopter  services,  the  availability  of  this 
helicopter  could  save  up  to  $700,000  in  one  year.  Helicopters  are  primarily  used  during  fire  season  where  the  cost  could 
be  borne  through  a  wide  variety  of  federal  funding  sources  or  state  general  fund  dependent  upon  the  characteristics  of 
the  fire.  Building  another  helicopter  with  $200,000  in  general  fund  does  not  translate  to  a  direct  savings  of  general  fund 
dollars. 


DP  3521  -  Trust  Land  Management  Operating  Adjustment  -  The  executive  is  requesting  an  operations  adjustment  of 
$1 1,544  in  FY206  and  $14,183  in  FY  2007  for  increased  rent  costs  for  non-state  owned  buildings  in  the  Helena,  Billings, 
and  Miles  City  offices. 

DP  3522  -  Trust  Lands  Recreational  Use  -  The  2003  Legislature  authorized  the  State  Board  of  Land  Commissioners  to 
enter  into  an  agreement  with  the  Department  of  Fish,  Wildlife  and  Parks  to  provide  for  a  more  efficient  and  equitable 
system  for  licensing  recreational  use  on  school  trust  lands  associated  with  hunting,  fishing  and  trapping.  Ten  percent  of 
this  revenue  is  earmarked  for  reducing  the  impacts  of  recreation  on  state  lands.  The  executive  is  requesting  additional 
spending  authority  of  $18,000  per  year  of  the  biennium  for  operating  costs  related  to  weed  management  and  road 
maintenance. 
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DP  3523  -  Trust  Land  Commercial  Leasing  -  The  executive  is  requesting  operating  authority  for  the  commercial  leasing 
program.  The  2003  legislature  approved  legislation  regarding  commercial  leasing  and  provided  for  the  department  to  use 
up  to  10  percent  of  the  annual  rent  received  from  commercial  leasing  to  contract  with  realtors,  property  managers, 
surveyors,  legal  counsel,  or  lease  administrators  to  administer  the  commercial  leases  or  provide  assistance  to  the 
department  in  the  administration  of  commercial  leases.  Due  to  development  activities,  the  program  incurred  no 
expenditures  in  the  base  year. 


The  Special  Use  Management  Bureau,  Property  Management  section  manages  the  leasing  program 
including  commercial  leases.  SB  137  in  the  2003  Legislature  provided  clear  authority  for  the 
issuance  of  leases  for  commercial  purposes.  $107,385  was  generated  in  commercial  leases  during 

FY  2004.  Significant  program  growth  needs  to  occur  to  reach  the  $300,000  level  anticipated  by  the  department. 

Please  see  agency-wide  issue  on  funding  trust  land  management  administration. 


DP  3524  -  Trust  Land  Banking  -  The  2003  Legislature  approved  authority  in  FY  2005  to  implement  the  state  land- 
banking  program.  Land  banking  provides  the  department  the  ability  to  sell  and  purchase  parcels  of  state  land  to  increase 
revenue  generating  capacity,  divest  trust  holdings,  reduce  the  number  of  isolated  land  parcels,  increase  efficiency  in  state 
land  management,  and  protect  the  corpus  of  the  trust.  A  portion  of  the  receipts  from  the  sale  of  trust  lands  would  provide 
the  funding  for  the  transactional  costs  of  buying  and  selling  property.  Because  the  authority  was  approved  in  the  second 
year  of  the  biennium,  no  funds  were  expended  in  the  base  year.  The  executive  is  seeking  a  present  law  adjustment  of 
$153,000  in  FY  2006  and  FY  2007  to  establish  authority  for  the  2007  biennium. 


LI  I) 

COM MINT 


$153,600  was  appropriated  for  this  function  in  FY2005. 

Please  see  the  agency-wide  issue  on  funding  trust  land  management  administration. 


DP  3525  -  Trust  Land  Road  Maintenance  -  The  executive  is  requesting  additional  spending  authority  of  $30,000  for  each 
year  of  the  biennium  in  the  forest  improvement  program  to  pay  for  increases  in  road  maintenance  and  road  use  in  the 
northwestern  and  southwestern  land  offices.  Road  maintenance  and  access  are  part  of  the  existing  forest  improvement 
program  and  are  paid  for  through  the  collection  of  forest  improvement  fees  included  in  timber  sales.  The  department 
may  be  required  to  either  compensate  the  owner  for  use  or  to  fund  road  maintenance  costs. 

DP  3526  -  Trust  Land  Replacement  Equipment-OTO  -  The  executive  is  seeking-one-time-only  spending  authority  of 
$16,000  in  FY  2006  for  the  replacement  of  the  phone  system  at  the  Stillwater  unit  of  the  northwestern  land  office  due  to 
performance  and  service  factors. 

DP  3527  -  Forest  Management  Sustained  Yield  FTE  -  The  executive  is  requesting  funding  to  support  2.00  FTE  to  meet 
the  workload  of  the  increased  annual  sustainable  yield  on  forested  state  lands.  The  2003  Legislature  directed  the 
department  to  conduct  a  sustained  yield  study,  and  the  results  of  that  study  increased  the  annual  sustainable  yield  for 
timber  harvest  on  school  trust  land  from  42  million  board  feet  per  year  to  53  million  board  feet  per  year.  The  increased 
revenues  from  the  timber  sale  would  fund  this  request. 


New  Proposals 

New  Proposals 

General 
Program                FTE                  Fund 

FTE 

General 
Fund 

.Fi«-ji1  7007 

Slate 
Special 

Federal 
Special 

Total 
Funds 

State 

Special 

Federal 

Special 

Total 
Funds 

DP  3504  -  interagency  Fire  Support 

35               0.00                21,108 

Total               0  00              $21,108 

11,609 

$11,609 

2,463 

$2,463 

35,180 

$35,180 

0.00 

0.00 

21,108 
$21,108 

11,609 
$11,609 

2,463 

$2,463 

35.180 
$35,180 
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DP  3504  -  Interagency  Fire  Support  -  The  executive  requests  funding  to  support  interagency  fire  costs  within  the 
Northern  Rockies  region.  Currently,  the  department  funds  contracted  fire  protection  services  on  state  and  private  lands 
within  the  Flathead  Indian  Reservation.  The  request  would  fund  the  contract  increase  of  $5,894  per  year.  Additionally, 
the  department  has  also  been  requested  to  share  support  costs  associated  with  the  Northern  Rockies  Coordinating  Group 
(NRCG)  of  which  DNRC  is  a  partner.  These  costs  would  be  used  to  support  regional  Incident  Management  Teams  and 
an  interagency  fire  contractor  position. 

Proprietary  Rates 

Proprietary  Program  Description 

The  air  operations  program  in  the  Forestry  Division  is  funded  fi-om  the  air  operations  proprietary  account  for  those  costs 
that  can  be  supported  by  the  aircraft  rates  charged  to  agencies  that  use  the  aircraft  and  general  fund  for  fixed  costs.  The 
program  operates  four  medium  helicopters,  two  light  helicopters,  and  three  smgle  engine  fixed-wing  airplanes.  Aircraft 
are  primarily  used  for  fire  detection,  support  and  suppression  of  wildfires,  and  reclamation  work  in  the  Department  of 
Environmental  Quality.  Fixed  costs  are  paid  by  the  general  flmd  and  fire  protection  tax  revenue  since  they  must  be  paid 
regardless  of  number  of  hours  flown.  These  costs  include  hangar  rent,  insurance,  and  personnel  costs.  The  general  fund 
and  fire  protection  taxes  are  appropriated  by  the  legislature  and  transferred  to  and  spent  fi-om  the  proprietary  account. 
Variable  costs  that  are  dependent  on  the  hours  flown,  such  as  fuel  and  maintenance,  are  recovered  through  an  hourly  rate 
charged  to  all  users  of  the  aircraft.  Users  of  the  aircraft  include  the  department,  other  state  agencies,  federal  agencies, 
and  the  state's  wildfire  suppression  efforts.  This  revenue  is  also  deposited  to  the  proprietary  accoimt. 

Proprietary  Revenues  and  Expenses 

The  cost  drivers  for  the  aircraft  rates  are  the  actual  expenses  needed  to  maintain  the  aircraft  in  an  air  worthy  condition 
and  remain  mission  ready  for  the  purpose  of  initial  attack  on  wild  fires  on  state  and  federal  ground.  This  includes  all 
costs  associated  with  the  maintenance  and  operation  of  that  aircraft.  There  are  some  factors  that  contribute  to  the 
uncertainty  in  forecasting  future  expenses.  This  includes  unforeseen  events  such  as  FAA  and  manufacturer  directives, 
aircraft  incidents  resulting  in  unplarmed  maintenance  and  fluctuations  in  fuel  and  parts,  and  length  and  severity  of  the  fire 
season. 

In  FY  2004,  non-typical  expenditures  of  $266,000  were  incurred  in  the  building  of  a  new  helicopter.  A  budget 
amendment  was  approved  to  provide  $150,000  in  Jobs  and  Growth  Tax  Reconciliation  and  Relief  Act  funds  to  offset  this 
expenditure.  The  balance  ($1 16,000)  was  covered  with  funds  from  the  proprietary  account. 

Proprietary  Rate  Explanation 

The  reimbursement  rates  for  the  operation  of  the  department  aircraft  are  based  on  the  time  life  of  5000  hours  of  aircraft 
usage.  The  rate  has  been  determined  to  maintain  the  aircraft  in  its  original  condition.  At  the  end  of  5000  hours,  all  parts 
will  have  been  replaced  and  a  new  maintenance  /  operation  cycle  started.  The  customer  base  is  very  specific  and  is  made 
up  of  department  land  managers  and  the  U.S.  Forest  service.  The  aviation  section  provides  aircraft  for  fire  operations. 
The  aviation  section  uses  this  reimbursement  rate  strictly  to  maintain  the  aircraft  in  flyable  condition.  The  department 
maintains  a  high  fund  balance  due  to  the  high  price  of  aircraft  parts. 

In  addition,  the  FAA  and  the  manufacturer  can  issue  service  and  technical  bulletins  that  mandate  compliance  to  continue 
operation  of  that  aircraft.  The  customer  is  billed  at  the  fixed  rate  based  on  the  amount  of  hours  and  tenths  of  hours  flown. 
All  costs  are  direct  and  fixed  with  no  indirect  costs  associated  with  the  rates. 

The  department  is  not  seeking  a  rate  increase  for  the  2007  biennium. 
Actual  rates 

Bell  UH-IH  $875.00  per  hour 

BellJet  Ranger  $355.00  per  hour 

Cessna  1 80  series  $  95.00  per  hour 
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2007  Biennlum  Report  on 

Internal  Service  and  Enterprise  Funds  2007 

Budgeted 
FY07 

Fund                   Fund  Name                  Agency  # 
06538    Air  Operation  Internal  Service       5706 

Agency  Name 

Department  of  Natural 

Resources  and  Conservation 

Program  Name 
Forestry/Trust  Lands  Division 

Actual                 Actual 
FY02                   FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

Operating  Revenues: 

Fee  revenue 

Revenue  from  Bell  UH-IHs 
Revenue  from  Bell  Jet  Rangers 
Revenue  from  Cessna  180  Series 
Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Ottier  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperatlng  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Ottier  Nonoperatlng  Revenues  (Expenses) 
Net  Nonoperatlng  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

342.475                   277,813 
82,431                    66,918 
20,368                    72,852 

403,550 

120,771 

94,264 

315,000 
70.000 
75,000 

525,000 
62.125 
49.875 

525.000 
62.125 
49,875 

445,274                   417.582 

618,585 
412 

460.000 

637.000 

637,000 

445,274                   417,582 

332,916                   374,421 
551,070                   450.556 

618,997 

365,116 
748,434 

460,000 

314,456 
568,573 

637,000 

400,381 
782,254 

637,000 

402,061 
783,894 

883.986                   824,977 
(438.712)                (407,395) 

1,113,550 
(494.553) 

883,029 
(423,029) 

1,182,635 
(545,635) 

1,185,955 
(548.955) 

(438,712)                (407,395) 
389,169                   389,169 

(494,553) 
436,118 

(423,029) 
548,339 

(545,635) 
551,456 

(548,955) 
553,101 

(49,543)                  (18,226) 
225,230                  175,687 

225,230                   175,687 

(58,435) 
157,461 

157,461 

125,310 
99,026 

99.026 

5,821 
224,336 

224.336 

4,146 
230,157 

230.157 

175,687                   157,461 

99,026 

224,336 

230,157 

234,303 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 

147,331                   137,496 

185,592 

147,172 

197,106 

197,659 
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Agency  Proposed  Budget 

The  following  table  summ 

ive  budget  proposal  for  the  agency 

by  year,  type  of  expenditure,  and 

source  of  funding. 

Agency  Proposed  Budget 
Budget  Item 

Base 
Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

111.54 

2.00 

0.00 

113.54 

2.50 

0.00 

114.04 

114.04 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 
Transfers 

4,073,972 

1,960,713 

156,990 

3,097,778 

0 

960,408 

720,862 

155,280 

4,348,885 

0 

0 
25,000 
0 
0 
0 

5,034,380 

2,706,575 

312,270 

7,446,663 

0 

973,257 
585,904 
127,663 
840,377 
0 

0 
25,000 
0 
0 
0 

5,047,229 

2,571,617 

284,653 

3,938,155 

0 

10,081,609 

5,278,192 

596,923 

11,384,818 

0 

Total  Costs 

$9,289,453 

$6,185,435 

$25,000 

$15,499,888 

$2,527,201 

$25,000 

$11,841,654 

$27,341,542 

General  Fund 
State/Other  Special 
Federal  Special 
Proprietary 

598,135 

7,578,716 

827,084 

285,518 

1 5,772 
1,827,195 
4,263,019 

79,449 

0 

22,690 

0 

2,310 

613,907 
9,428,601 
5,090,103 

367,277 

(22,986) 

1,800,889 

667,534 

81,764 

0 

22,690 

0 

2,310 

575,149 
9,402,295 
1,494,618 

369,592 

1,189,056 

18,830,896 

6,584,721 

736,869 

Total  Funds 

$9,289,453 

$6,185,435 

$25,000 

$15,499,888 

$2,527,201 

$25,000 

$11,841,654 

$27341342 

Agency  Description 

The  Department  of  Agriculture,  required  by  Article  XII,  Section  1 ,  of  the  Montana  Constitution,  was  established  to 
encourage  and  promote  the  interests  of  agricultural  and  allied  industries  in  Montana.  To  this  end,  the  department: 

Strengthens  and  diversifies  the  Montana  agriculture  industry  through  private-public  partnerships 

Collects  and  publishes  agricultural  production  and  marketing  statistics  relating  to  agricultural  products 

Assists,  encourages,  and  promotes  the  organization  of  farmers  institutes,  agricultural  societies,  fairs,  and  other 

exhibition  of  agriculture 

Adopts  standards  for  grade  and  other  classifications  of  farm  products 

Coordinates  the  planning  and  maintenance  of  economical  and  efficient  marketing  distribution  systems 

Gathers  and  distributes  marketing  information  concerning  supply,  demand,  price,  and  movement  of  farm 

products 

Regulates  production  and  marketing  of  food  and  fiber  products 

Registers  pesticides  and  fertilizers  and  enforces  laws  pertaining  to  them 


Agency  Highlights 


Department  of  Agriculture 
Major  Budget  Highlights 


Increases  of  $8.8  million  over  the  biennium,  of  which  42  percent 
increase  is  state  funds  and  57  percent  increase  is  federal  funds.  The 
increases  are  primarily  due  to: 

•  $3.6  million  of  federal  special  revenue  authority  for  the 
continuation  of  the  cooperative  agreement  with  USPS  in 
the  2007  biennium 

•  Increase  in  operations  for  the  organic  program,  pesticide 
base,  and  the  state  grain  lab 

•  $1.2  million  grants  to  professional  societies  and 
universities  for  marketing  and  research  activities 

•  Increase  in  EPA  homeland  security  grants  of  $588,000 
•     Statewide  present  law  adjustments 
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Major  LFD  Issues 


General  fund  support  for  centralized  services  is  significantly  higher 
than  it  would  be  if  it  were  fully  funded  by  the  two  functional  divisions 
within  the  Department  of  Agriculture 
Federal  discretionary  funds  should  be  one-time-only 


Funding 

The  following  table  siunmarizes  funding  for  the  agency,  by  program  and  source,  as  recommended  by  the  Governor. 
Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 


Total  Agency  Funding 

2007  Biennium  Executive  Budget 

Agency  Program 

General  Fund      State  Spec.      Fed  Spec.      Proprietary 

Grand  Total 

Total  % 

1 5  Central  Management  Division 

$        318,115     $1,202,258     $180,000     $     122,430 

$       1,822,803 

7% 

30  Agricultural  Sciences  Div. 

202,682      10,213,792     6,177,919 

$      16,594,393 

61% 

50  Agricultural  Development 

668.259       7,414,846        226,802          614.439 

$       8.924.346 

33% 

Grand  Total 

1,189,056      18,830,896     6,584,721           736,869 

$     27,341,542 

100% 

Biennium  Budget  Comparison 

The  following  table  compares  the  executive  budget  request  in  the  2007  biennium  with  the  2005  biennium  by  type  of 
expenditure  and  source  of  funding.  The  2005  bienniimi  consists  of  actual  FY  2004  expenditures  and  FY  2005 
appropriations. 


Biennium  Budget  Comparison 
Budget  Item 

Present 

Law 

Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

Present 

Law 

Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 

Biennium 

Fiscal  04-05 

Total 
Exec.  Budget 
Fiscal  06-07 

Klh 

113.54 

0.00 

113.54 

114.04 

0.00 

114.04 

111.54 

1 14.04 

Personal  Services 
Operating  Eixpenses 
Equipment 
Grants 
Ti^nsfers 

5,034,380 

2,681,575 

312,270 

7.446,663 

0 

0 
25,000 
0 
0 
0 

5,034,380 

2,706,575 

312,270 

7,446.663 

0 

5,047,229 

2,546,617 

284,653 

3,938,155 

0 

0 
25,000 
0 
0 
0 

5,047,229 

2,571,617 

284,653 

3,938,155 

0 

8,837,158 

4,822,976 

372,301 

8.242,070 

80,000 

10,081,609 

5,278,192 

596,923 

11,384,818 

0 

Total  Costs 

$15,474,888 

$25,000 

$15,499,888 

$11,816,654 

$25,000 

$11,841,654 

$22,354,505 

$27,341,542 

General  Fund 
State/Other  Special 
Federal  Special 
Proprietary 

613,907 
9,405,91 1 
5,090,103 

364,967 

0 

22,690 

0 

2,310 

613,907 
9,428,601 
5,090.103 

367.277 

575,149 
9,379,605 
1,494,618 

367,282 

0 

22,690 

0 

2,310 

575,149 
9,402,295 
1,494,618 

369,592 

1,226.366 

16,373,860 

4,139,991 

614.288 

1,189,056 

18,830,896 

6,584,721 

736.869 

Total  Funds 

$15,474,888 

$25,000 

$15,499,888 

$11,816,654 

$25,000 

$11,841,654 

$22,354,505 

$27,341,542 
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New  Proposals 

The  "New  Proposal"  table  summarizes  all  new  proposals  requested  by  the  executive.  Descriptions  and  LFD  discussion 

of  each  new  proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

FisMl  7007-     -- 

Program               b  1 1 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  1503  -  Electronic  Government 
15                  0.00 

Total                  0.00 

0 
$0 

22,690 
$22,690 

0 
$0 

25,000' 
$25,000* 

0.00 
0.00 

0 
$0 

22,690 
$22,690 

0 
$0 

25,000» 
$25,000* 

Department  Of  Agriculture  C-162  SUMMARY 


Department  Of  Agriculture 


IS-Central  Management  Division 


Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  ftmding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

13,00 

o.uo 

O.UO 

13.00 

0.00 

0.00 

13.00 

13.00 

Personal  Services 
Operating  Expenses 
Equipment 

637,009 

200,050 

7,930 

48,844 
15,302 
5,000 

0 

25,000 

0 

685,853 

240,352 
12,930 

47,465 

(38,786) 

5,000 

0 

25,000 

0 

684,474 

186,264 

12,930 

1,370.327 

426,616 

25,860 

Total  Costs 

S844,989 

$69,146 

$25,000 

$939,135 

$13,679 

$25,000 

$883,668 

$1,822,803 

General  Fund 
State/Other  Special 
Federal  Special 
Proprietary 

168,116 

528,913 

91,979 

55,981 

10,172 

57,243 

(1.979) 

3,710 

0 

22,690 

0 

2,310 

178,288 

608,846 

90,000 

62,001 

(28,289) 

41,809 

(1,979) 

2,138 

0 

22,690 

0 

2,310 

139,827 

593,412 

90,000 

60,429 

318,115 

1,202,258 

180,000 

122,430 

Total  Funds 

$844,989 

$69,146 

$2S,000 

$939,135 

$13,679 

$25,000 

$883,668 

$1,822,803 

Program  Description 

Central  Management  Division  (CMD)  performs  technical,  fiscal,  and  administrative  support  fimctions  for  the 
department's  internal  operations  and  related  programs.  Responsibilities  include  accounting,  budgeting,  payroll, 
personnel,  purchasing,  property  control,  data  processing,  systems  analysis  and  computer  programming,  equal  opportunity 
administration,  and  legal  support  to  all  programs  within  the  department,  hicluded  in  this  division  is  the  director's  office, 
which  provides  overall  policy  development  for  the  department. 

Program  Highlights 


Central  Management  Division 
Major  Budget  Highlights 


•        Present  law  increases  are  primarily  due  to  statewide  adjustments  and 
proposed  software  licenses  purchase 


Major  LFD  Issues 


General  fund  is  much  higher  in  CMD  than  it  would  be  if  it  were  ftilly 

funded  by  the  two  functional  divisions  within  the  Department  of 

Agriculture 

The  divisions  requests  software  licenses  not  supported  by  the  state 

information  technology  office 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Department  Of  Agriculture 


C-163 


Central  Management  Division 


Department  Of  Agriculture 


15-Central  Management  Division 


Program  Ftinding 

Table 

Central  Management  Division 

Base            %  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004           FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01000  General  Fund 

$        168,116             19.9% 

$      178,288 

19.0% 

$      139,827 

15.8% 

02000  State/Other  Special  Rev.  Funds 

528,913             62.6% 

608,846 

64.8% 

593,412 

67.2% 

03000  Federal  Spec.  Rev.  Funds 

91,979             10.9% 

90,000 

9.6% 

90,000 

10.2% 

06000  Proprietary  Funds 

55,981               6.6% 

62.001 

6.6% 

60.429 

6.8% 

Grand  Total 

844,989           100.0% 

939,135 

100.0% 

883,668 

100.0% 

The  program  is  funded  through  a  variety  of  funds:  19  percent  general  fiind,  65  percent  state  special  revenue,  10  percent 
federal  special  revenue,  and  6  percent  proprietary  funds.  The  Central  Management  Division  (CMD)  is  funded  by 
assessments  on  the  two  other  programs  it  supports.  Currently,  the  department  assesses  20  percent  of  personnel  services 
for  state  special  revenue,  and  2.5  percent  of  grants  in  order  to  compensate  CMD  for  general  services  provided.  General 
fund  is  used  to  account  for  any  differences  between  the  assessed  amounts  on  the  two  fimctional  divisions  and  the  amount 
requested  in  the  budget  for  CMD. 


LID 
ISSUE 


CMD  exists  to  provide  overall  policy  and  administrative  services  for  the  other  two  divisions.  Agricultural 
Development  and  Agricultural  Sciences.  Therefore,  CMD  should  be  supported  in  full  by  charges  against  the 
same  funding  sources  that  support  the  other  two  divisions.  Currently,  CMD  does  not  fully  assess  all  grants 
and  consequently  makes  up  the  difference  with  general  fund.  As  an  illustration,  Figure  1  compares  the  funding  for  the 
other  functions  of  the  department  to  the  fimding  for  CMD  in  the  2007  biennium.  The  table  then  shows  what  the  impact 
would  be  if  funding  were  changed  to  fully  account  for  the  other  fiuiding  sources. 


Figure  1 

Funding  Sources  and  Alternate  Calculation 

Centralized  Services  Division 

2007  Biennium 

—  2007  Biennium  Executive  Budget  — 

—  Adjusted  Percentage  Calculation  —          | 

Agricultural 

Percent  of       Centralized 

Percent  of 

Centralized 

Percent  of 

Fimding  Source 

Sciences/Develop 

Total              Services 

Total 

Services 

Total          Difference 

General  Fund 

$870,941 

3.4%          $318,115 

17.5% 

$62,211 

3.4%     ($255,904) 

State  Special 

17,628,638 

69.1%         1,202,258 

66.0% 

1,259,213 

69.1%           56,955 

Federal 

6,404,721 

25.1%            180,000 

9.9% 

457,489 

25.1%         277,489 

Proprietary 

614,439 

2.4%            122,430 

6.7% 

43,889 

2.4%         (78,541) 

Total 

$25,518,739 

$1,822,803 

$1,822,803 

$0 

As  shown,  the  general  ftmd  supports  significantly  more  of  CMD  than  the  other  divisions.  However,  if  CMD  were  to  be 
flinded  in  the  same  percentage  as  the  funding  sources  of  the  other  two  divisions,  general  fund  would  be  reduced  by  over 
$250,000  over  the  biennium. 
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Option  A  -  Fund  CMD  at  a  percentage  of  general  fund  contribution  that  conforms  to  the  funding  of 
the  divisions  it  supports. 

Option  B  -  Fund  CMD  using  the  methodology  of  the  executive  budget. 
Proprietary  Fund 

CMD  could  move  to  a  proprietary  funding  mechanism  to  charge  the  two  functional  divisions  for  services.  This 
mechanism  would  translate  into  a  more  direct  economic/business  model  and  may  reduce  general  fund  expenditures.  The 
other  divisions  would  be  charged  a  uniform  rate  of  a  sufficient  amount  to  fund  the  operations  of  this  division,  hi  this 
way,  the  funding  sources  would  be  equitably  assessed. 

Option  A  -  Direct  the  CMD  to  move  to  a  totally  proprietary  funding  mechanism 
Option  B  -  Maintain  the  current  funding  methodology 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

^^ 

■Fis'-'"!  ~"^^ 

General 

Stale 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                 Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Ser\'ices 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

77,423 

(28,579) 

(140) 

(15,596) 

75,986 

(28,521) 

(135) 

(53,651) 

Total  Suiewide  PrcsCDt  Law  Adjustments 

$33,108 

($6,321) 

DP  1502  -  Microsoft  Office  Licensing 

0.00                       0 
DP  1 504  -  Opetations  &  Equipment 

0.00                 5,000 

14,556 

13,615 

0 
0 

16,038  • 

20,000  * 

0.00 
0.00 

0 
5,000 

0 

13,615 

0 

0 

0 

20,000  * 

Total  Other  Present  Law  Adjustments 

0.00               S5,000 

$28,171 

$0 

$36,038  * 

0.00 

$5,000 

S13,6IS 

so 

$20,000  * 

Grand  Total  All  Present  Law  Adjustments 

$69,146  * 

$13,679  * 

DP  1502  -  Microsoft  Office  Licensing  -  The  executive  requests  additional  state  special  and  proprietary  funding  of 
$16,038  in  FY  2006  to  purchase  Microsoft  Office  Suite  2003,  software  licenses.  This  request  would  pay  for  50  licenses. 


LID 
I  SSI  I 


The  hiformation  Technology  &  Services  Division  (ITSD)  has  not  made  a  decision  to  upgrade  the  state 
standard  Microsoft  Office  Suite  software  at  this  time.  ITSD  charges  a  monthly  fee  for  each  computer  in 
use  in  each  department  and  the  cost  of  any  upgrades  is  included  in  that  cost.  If  the  Department  of 
Agriculture  were  to  purchase  the  software  now,  there  are  two  issues: 
There  would  be  no  technical  support  from  ITSD  for  any  problems  or  questions  they  may  have 
If  ITSD  decided  to  upgrade  to  the  latest  Microsoft  Suite  version,  the  Department  of  Agriculture  would  have 
already  paid  for  the  licenses  when  the  upgrade  would  be  included  in  the  rate  charged  by  DOA  each  month  for 
every  computer. 
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DP  1504  -  Operations  &  Equipment  -  The  executive  requests  additional  general  fund,  state  special  revenue,  and 
proprietary  fund  authority  for  the  following: 

•  Increase  in  travel  ($20,000  over  biennium) 

•  Education  and  training  ($  1 0,000  over  biennium) 

•  Server  upgrade  ($  1 0,000  over  biennium) 


LFD 
ISSUE 


The  executive  is  requesting  additional  travel  authority  for  the  director  to  travel  on  two  additional  foreign 
trips.    Out-of-state  and  foreign  travel  for  the  agency  has  averaged  $108,000  since  FY  2000,  including 
$138,000  in  FY  2004.  The  requested  amount  represents  a  14  percent  increase  over  the  FY  2004  level  and 
a  45  percent  increase  over  the  5-year  average. 


New  Proposals 

New  Proposals 

Fiscal  200fi    -     - 

-Fiscal  2007 

State 
Special 

Federal 
Special 

Total 
Funds 

Program                FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

DP  1503  -  Electronic  Goveminent 
15               0.00 

Total               0.00 

0 

$0 

22,690 

$22,690 

0 

$0 

25,000  • 

$25,000  • 

0.00 
0.00 

0 

$0 

22,690 
$22,690 

0 

$0 

25,000  • 
$25,000  • 

DP  1503  -  Electronic  Government  -  The  executive  budget  includes  a  request  for  state  special  revenue  and  proprietary 
fimding  authority  to  continue  working  on  developing  electronic  government  applications  according  to  the  department 
comprehensive  technology  plan.  The  applications  are  for  crop  hail  insurance  and  other  agriculture  related  services  such 
as  beekeeper  registration,  feed  and  fertilizer,  organic,  grain,  and  pesticide.  Fimding  is  derived  from  a  proportional 
assessment  on  all  state  special  revenue  funds  in  the  department,  including  wheat  and  barley,  noxious  weed,  pesticide  and 
pesticide  groundwater,  and  several  others. 


The  legislature  in  the  2003  biennium  approved  the  implementation  of  a  comprehensive  information 
technology  plan  for  the  department.  The  spending  authority  was  made  to  develop,  implement,  and 
integrate  a  system  wide  plan  for  electronic  government  transactions  and  communications  within  the 
department.  In  the  2005  biennium,  appropriations  were  authorized  but  decreased  revenue  and 
declining  fiind  balances  delayed  implementation. 


LFD 
COMMENT 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 

Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

59.16 

2.00 

0.00 

61.16 

2.50 

0.00 

61.66 

61.66 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 
Transfers 

2,342,375 
836,479 
137,865 

2,097,603 
0 

348,623 

552,309 

77,117 

3,706,000 

0 

0 
0 
0 
0 
0 

2,690,998 

1,388,788 

214,982 

5,803,603 

0 

365,340 

441,360 

69,000 

206,000 

0 

0 
0 
0 
0 
0 

2,707,715 

1,277,839 

206,865 

2,303,603 

0 

5398,713 

2,666,627 

421,847 

8,107,206 

0 

Total  Costs 

$5,414322 

$4,684,049 

SO 

$10,098371 

$1,081,700 

$0 

$6,496,022 

$16394393 

General  Fund 
State/Other  Special 
Federal  Special 
Proprietary 

101,341 

4,591,277 

721,704 

0 

0 

519,051 

4,164,998 

0 

0 
0 
0 
0 

101,341 

5,110,328 

4,886,702 

0 

0 
512,187 
569,513 

0 

0 
0 
0 
0 

101,341 

5,103,464 

1,291,217 

0 

202,682 

10,213,792 

6,177,919 

0 

Total  Funds 

$5,414322 

$4,684,049 

$0 

$10,098371 

$1,081,700 

$0 

$6,496,022 

$16394393 

Program  Description 

The  Agricultural  Sciences  Division  (ASD)  administers,  manages,  coordinates,  and  evaluates  the  major  activities  of:  1) 
pesticide  and  pest  management;  2)  analytical  laboratory  services;  3)  noxious  weed  management;  4)  agricultural  chemical 
groundwater  management;  and  5)  vertebrate  pest  management.  This  program  administers  the  Montana  Pesticides  Act, 
Agricultural  Chemical  Groundwater  Protection  Act,  Crop  Insect  Detection  Act,  Vertebrate  Pest  Management  Act, 
Noxious  Weed  Trust  Fund  Act,  elements  of  the  Weed  Assistance  Act,  and  the  department's  Chemical  Analytical 
Laboratory.  Duties  also  include  administering  agricultural  programs  related  to  the  production,  manufacturing,  and 
marketing  of  commodities  exported  from  or  distributed  in  the  state. 

Program  Highlights 


Agricultural  Sciences  Division 
Major  Budget  Highlights 


Total  funds  increased  33  percent  or  $5.8  million  over  the  biennium, 
due  primarily  to: 

•  A  $3.6  million  increase  in  federal  special  revenue  from  the 
USDA  for  federal  mitigation  of  noxious  weed  control 

•  Miscellaneous   other  adjustments   across   a  number  of 
functions,  and  statewide  present  law  adjustments 


Major  LFD  Issues 


•        Federal  discretionary  funds  from  EPA  homeland  security  should  be 
one-time-only 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
Agricultural  Science  Division 

Program  Funding 

Base           %  of  Base 
FY  2004          FY  2004 

Budget 
FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

01000  Genera!  Fund 

02000  State/Other  Special  Rev.  Funds 

03000  Federal  Spec.  Rev.  Funds 

06000  Proprietary  Funds 

Grand  Total 

$       101,341                1.9% 

4,591,277             84.8% 

721,704             13.3% 

$        101,341 
5,110,328 
4,886,702 

1.0% 
50.6% 
48.4% 

$        101,341 
5,103,464 
1,291,217 

1.6% 
78.6% 
19.9% 

5,414,322           100.0% 

10,098,371 

100.0% 

6,496,022 

100.0% 

General  fund  authority  is  approximately  $101,000  per  year,  and  is  used  to  mitigate  the  impact  of  noxious  weeds  on  lands 
other  than  through  the  Department  of  Fish,  Wildlife,  and  Parks. 

State  special  revenue  is  derived  from  several  sources.  The  largest  is  for  controlling  noxious  weeds.  Revenues  collected 
from  the  $1.50  noxious  weed  vehicle  registration  fees  and  the  $185  per  product  pesticide  registration  fees  are  allocated 
$95  to  the  groundwater  revenue  account  and  $90  to  the  pesticide  management  revenue  account.  The  pesticide 
management  account  also  receives  revenue  from  pesticide  dealers  and  commercial,  governmental,  and  farm  application 
fees.  Other  state  special  revenues  come  from  commercial  feed  and  fertilizer  registration  and  inspection  fees.  These  fees 
include  mint  assessments,  anhydrous  ammonia  and  commodity  inspection,  testing  and  license  fees,  and  commercial 
dealer  and  public-warehouse  operator  license  fees. 

The  largest  ftinding  source  in  the  division  in  the  2007  biermium  is  federal  special  revenue,  which  represents  a  major 
change  from  the  2005  biennium.  ASD  entered  into  a  cooperative  agreement  with  the  US  Forest  Service  in  the  2005 
biennium  for  federal  mitigation  of  noxious  weed  impacts  of  $3,580,000.  Federal  fimds  are  also  received  from  the  market 
services  account,  which  funds  bovine  spongeiform  and  encephalitis  (BSE/Mad  Cow  Disease)  inspections,  as  well  as 
portions  of  the  pesticide  and  ground  water  programs  supported  by  the  Environmental  Protection  Agency  (EPA)  and  pest 
detection  program  supported  by  the  US  Department  of  Agriculture  (USDA). 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Present  Law  Adjustments 

Fisc^'  '^f^^*^ 

p;c,-oi  onm 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                 Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

352,537 

351,694 

Vacancy  Savings 

(107,792) 

(107,763) 

Inflation/Deflation 

(6,849) 

(6,844) 

Fixed  Costs 

23,580 

23,780 

Total  Sutewide  Present  Law  Adjustments 

$261,476 

$260,867 

DP  3001  -  USDA  Federal  Mitigation  of  Noxious  Weed  Impacts 

0.00                      0 

0 

3,580,000 

3,580,000 

0.00 

0 

0 

0 

0 

DP  3002  -  Pesticide  Base  Budget  Adjustments 

0.00                        0 

92,336 

102,500 

194,836 

0,00 

0 

68,958 

102,500 

171,458 

DP  3003  -  Organic  Program 

0.50                      0 

48.792 

110,000 

158,792 

1.00 

0 

55,482 

1 10,000 

165,482 

DP  3005  -  EPA  Homeland  Security 

1.50                      0 

0 

294,490 

294,490 

1.50 

0 

0 

294,438 

294,438 

DP  3010  -  Produce  Base  Budget  Adjustments 

0.00                      0 

0 

5,080 

5,080 

0.00 

0 

0 

5,080 

5,080 

DP  301 1  -  Feed  and  Fertlizer  Base  Budget  Adjustments 

0.00                      0 

12,000 

0 

12,000 

0.00 

0 

7,000 

0 

7,000 

DP  3012  -  Mint  Committee  Base  Budget  Adjustments 

0.00                        0 

2,890 

0 

2,890 

0.00 

0 

2,890 

0 

2,890 

DP  3013  -  Noxious  Weed  Admin  Base  Budget  Adjustments 

0.00                        0 

116,000 

0 

116,000 

0.00 

0 

116.000 

0 

116,000 

DP  3014  -  Groundwater  Ba.se  Budget  Adjustments 

0.00                        0 

23,277 

0 

23,277 

0.00 

0 

23,277 

0 

23,277 

DP  301 5  -  Caps  Base  Budget  Adjustments 

0.00                        0 

0 

35,208 

3538 

0.00 

0 

0 

35,208 

35,208 

Total  Other  Present  Law  Adjustments 

2.00                      $0 

$295^95 

$4,127,278 

$4,422,573 

2.50 

$0 

$273,607 

$547,226 

$820,833 

Grand  Total  All  Present  Law  Adjustments 

$4,684,049 

$1,081,700 

Statewide  Present  Law  Adjustments 

The  net  increase  in  personal  services  statewide  present  law  adjustments  is  primarily  due  to: 

•  Funding  for  3.45  FTE  that  were  vacant  in  the  base  year  that  add  $304,000  over  the  biennium 

•  Annualization  of  the  2005  biennium  pay  plan 

DP  3001  -  USDA  Federal  Mitigation  of  Noxious  Weed  Impacts  -  The  executive  is  requesting  continuance  of  the 
Cooperative  Forestry  Assistance  Program  with  US  Forest  Service  for  the  2007  biennium.  Funding  is  from  federal 
special  revenue  in  the  amount  of  $3,580,000  in  FY  2006. 


commi:m 


The  Department  of  Agriculture  has  received  a  grant  for  noxious  weed  control  through  the  US  Forest 
Service  (USFS)  in  the  2007  biennium.    The  grant  provides  funding  for  noxious  weed  control  on 
lands  (private  or  public)  adjacent  to  USFS  lands.  The  program  is  administered  through  the  Montana 
Noxious  Weed  Trust  Fund  grants  program  within  the  Montana  Department  of  Agriculture. 


DP  3002  -  Pesticide  Base  Budget  Adjustments  -  The  executive  requests  additional  state  special  revenue  for  the  following 
general  adjustments:  1)  $43, 117  for  two  trucks;  2)  office  rent  of  $10,791;  3)  $14,238  for  additional  travel;  4)  laboratory 
equipment  of  $50,000;  5)  consultants  and  professional  fees  of  $203,022;  and  6)  $45,126  for  miscellaneous  operating 
expenses.  The  federal  fund  increases  of  $102,500  a  year  are  for  federal  discretionary  grants  that  the  division  will  apply 
for  when  they  become  available. 

DP  3003  -  Organic  Program  -  The  executive  requests  additional  federal  special  revenue  and  state  special  revenue  for 
program  costs  as  well  as  0.50  FTE  in  FY  2006  and  1 .00  FTE  in  FY  2007.  The  program  is  self-supporting  with  organic 
certification  revenues. 
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DP  3005  -  EPA  Homeland  Security  -  The  executive  requests  an  additional  federal  special  revenue  in  anticipation  of  EPA 
discretionary  funds  becoming  available  for  security  procedures  on  agricultural  chemicals,  and  special  pesticide  programs 
involving  training,  enforcement,  worker  protection,  endangered  species,  and  ground  water  protection.  The  executive  is 
also  requesting  1 .50  FTE  to  manage  and  provide  support  for  the  program 


LI  D 
ISSUE 


This  request  is  for  new  funding  authority  from  the  EPA  Homeland  Security  grant  administered  through 
Disaster  and  Emergency  Services  of  the  Department  of  Military  Affairs.  Therefore,  the  request  should  be 
considered  under  a  new  proposal. 


The  Department  of  Agriculture  has  indicated  they  are  unsure  of  the  continuing  availability  of  these  funds  and  are  not 
able  at  this  time  to  determine  the  amount  of  the  grant.  Since  the  department  is  seeking  permanent  funding  for  1 .50  FTE 
on  uncertain  fimding  in  the  future,  the  legislature  may  wish  to  appropriate  any  funding  as  one-time-only  and  evaluate 
available  funding  in  the  next  bienniimi. 


DP  3010  -  Produce  Base  Budget  Adjustments  -  The  executive  requests  adjusting  the  produce  base  to  fully  appropriate  the 
fimds  anticipated  from  the  USDA.  Fimding  is  from  federal  special  revenue  and  would  be  used  for  miscellaneous 
operating  and  travel  expenses. 

DP  30 11  -  Feed  and  Fertlizer  Base  Budget  Adjustments  -  The  executive  budget  has  requested  additional  appropriations 
from  feed  and  fertilizer  funds  for  maintenance  contracts  for  updated  equipment  purchased  in  FY  2004  in  the  amount  of 
$14,000  and  the  purchase  of  a  vehicle  for  $5,000.  Funding  is  equally  from  the  commercial  fertilizer  fund  and  the 
commercial  feed  fund. 

DP  3012  -  Mint  Committee  Base  Budget  Adjustments  -  The  executive  budget  is  requesting  to  restore  per  diem,  travel, 
meeting  expenses,  program  supplies,  and  contracted  services  for  research  on  mint  production  and  management  of  pests 
and  weeds  for  the  Mint  Committee.  Funding  is  from  the  mint  committee  fund. 

DP  3013  -  Noxious  Weed  Admin  Base  Budget  Adjustments  -  The  executive  budget  is  requesting  an  increase  in  noxious 
weed  administration  funds  of  $103,800  per  year  for:  1)  issuing  grants  of  $100,000  a  year  to  local  counties  for  fighting 
noxious  weeds  in  Montana;  2)  per  diem  restoration  for  the  weed  council  members  of  $2,200  a  year;  and  3)  anticipated 
increased  travel  costs  for  the  board  of  $  1 ,600  a  year.  The  executive  is  also  requesting  an  increase  in  the  weed  seed 
forage  account  of  $12,200  a  year  for  purchasing  twine,  tags,  and  seals 

DP  3014  -  Groundwater  Base  Budget  Adjustments  -  The  executive  requests  an  increase  for  the  purchase  of  two 
replacement  trucks  for  $20,000  each,  and  additional  travel  for  $1,027.  The  executive  has  also  requested  additional  an 
appropriation  to  fund  maintenance  contracts  for  updated  equipment  purchased  in  FY  2004  for  the  lab  in  Bozeman  for 
$2,250.  Funding  is  from  the  pesticide  groundwater  fimd. 

DP  3015  -  Caps  Base  Budget  Adjustments  -  The  Montana  Cooperative  Agricultiu-al  Pest  Survey  and  Pest  Detection 
(CAPS)  program  conducts  pest  surveys  for  economically  significant  and  injurious  pests  and  provides  early  response. 
The  department  also  serves  as  clearinghouse  and  first  point  of  contact.  The  executive  is  requesting  additional  federal 
special  revenue  authority  of  $35,208  per  year  for  increased  program  and  travel  expenditures.  The  request  for  additional 
travel  is  $10,623  per  year,  for  consultants  and  study  contracts  $7,386  per  year,  and  for  program  and  office  expenditures 
$17,199  per  year. 

Proprietary  Rates 

Proprietary  Program  Description 

The  Alfalfa  Leaf-cutting  Bee  Program  (fimd  0601 1)  was  established  in  Title  80,  Chapter  6  Part  11,  MCA.  The  Alfalfa 
Seed  Committee  establishes  standards  for  pathogens  and  parasites,  certification  of  bees,  and  management  of  the  program 
in  cooperation  with  the  department.  Department  personnel  perform  field  and  laboratory  duties  for  the  committee. 
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Proprietary  Revenues  and  Expenses 

Alfalfa  leaf-cutting  bee  account  revenues  are  received  from  laboratory  analyses  for  pathogens  in  larva  and  the 
determination  of  sex  ratios.  Expenditures  include  laboratory  costs  and  committee  members'  per  diem.  There  are  no  FTE 
funded  in  this  program;  however,  there  are  usually  overtime  payments  to  the  entomologist  to  pay  for  the  laboratory 
analyses  performed.  There  is  a  $15.00  registration  fee  for  alfalfa  leaf-cutting  bee  owners  that  is  paid  once.  There  is  a 
$30.00  certification  fee  per  sample  for  certifying  samples.  There  is  a  $30.00  fee  for  sample  analysis  per  sample,  and  if 
requested  an  additional  fee  of  $20.00  for  sex  ratio  and  percent  emergence. 

Proprietary  Rate  Explanation 

Fees  are  charged  for  certification  and  registration  of  Alfalfa  Leafcutter  bees  in  Montana  and  for  laboratory  expenses. 
The  fees  charged  are  set  by  rule.  Rates  are  $30  for  a  minor  A  license  and  $15  for  a  minor  B  license. 


2007  Biennium 

Report  on 

Internal  Service  and  Enterprise  Funds  2007 

Fund                   Fund  Name 

Agency  # 

Agency  Name 

Program  Name 

601 1          Alfalfa  Leaf  Cutting  Bee 

6201 

Department  of  Agriculture 

Agricultural  Sciences  D 

ivision 

Budgeted 

Actual 

Actual 

Actual 

Budgeted 

Budgeted 

Operating  Revenues: 

FY02 

FY03 

FY04 

FY05 

FY06 

FY07 

Fee  revenue 

Lab  Fees 

- 

. 

550 

550 

550 

Revenue  from  Fee  B 

. 

. 

. 

. 

. 

Revenue  from  Fee  C 

. 

. 

. 

. 

_ 

Revenue  from  Fee  D 

. 

. 

. 

. 

. 

Revenue  from  Fee  E 

. 

. 

. 

_ 

. 

Revenue  from  Fee  F 

Net  Fee  Revenue 

- 

. 

- 

. 

1,830 

635 

530 

550 

550 

550 

Investment  Earnings 

203 

80 

50 

50 

50 

50 

Securities  Lending  Income 

4 

. 

, 

_ 

_ 

. 

Premiums 

. 

. 

. 

. 

_ 

. 

Other  Operating  Revenues 

Total  Operating  Revenue 

. 

6 

5 

. 

. 

. 

2.037 

721 

585 

600 

600 

600 

Operating  Expenses: 

Personal  Services 

3,137 

100 

75 

3,211 

150 

150 

Other  Operating  Expenses 
Total  Operating  Expenses 

716 

462 

436 

1,607 

1.006 

1,006 

3.853 

562 

511 

4,818 

1,156 

1,156 

Operating  Income  (Loss) 

(1.816) 

159 

74 

(4,218) 

(556) 

(556) 

Nonoperatlng  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 

. 

. 

. 

. 

. 

. 

Federal  Indirect  Cost  Recoveries 

. 

. 

_ 

. 

. 

Other  Nonoperatlng  Revenues  (Expenses) 
Net  Nonoperatlng  Revenues  (Expenses) 

- 

- 

. 

- 

- 

- 

- 

- 

- 

Income  (Loss)  Before  Operating  Transfers 

(1,816) 

159 

74 

(4.218) 

(556) 

(556) 

Contributed  Capital 

. 

. 

. 

. 

. 

_ 

Operating  Transfers  In  (Note  13) 

- 

• 

- 

. 

- 

. 

Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

- 

- 

- 

- 

. 

. 

(1.816) 

159 

74 

(4,218) 

(556) 

(556) 

Total  Net  Assets-  July  1  -  As  Restated 

7.993 

6,177 

6.784 

6.858 

6,840 

6,284 

Prior  Period  Adjustments 

. 

448 

. 

- 

. 

. 

Cumulative  effect  of  account  change 

- 

- 

- 

- 

Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

60  days  of  expenses 

7,993 

6.625 

6,784 

6,858 

6.840 

6.284 

6,177 

6,784 

6,858 

2.640 

6,284 

5,728 

(Total  Operating  Expenses  divided  by  6) 

642 

94 

85 

803 

193 

193 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

39.38 

0.00 

0.00 

39.38 

0.00 

0.00 

39.38 

39.38 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 
Transfers 

1,094,588 

924,184 

11,195 

1,000,175 
0 

562,941 

153,251 

73,163 

642,885 

0 

0 
0 
0 
0 
0 

1,657,529 

1,077,435 

84,358 

1,M3,060 

0 

560,452 

183,330 

53,663 

634,377 
0 

0 
0 
0 
0 
0 

1,655,040 

1,107,514 

64,858 

1,634,552 

0 

3,312,569 

2,184,949 

149,216 

3,277,612 

0 

Total  Costs 

$3,030,142 

$1,432,240 

$0 

$4,462482 

$1,431,822 

$0 

$4,461,964 

$8,924346 

General  Fund 
State/Other  Special 
Federal  Special 
Proprietary 

328,678 

2,458,526 

13,401 

229,537 

5,600 

1,250,901 

100,000 

75,739 

0 
0 
0 
0 

334,278 

3,709,427 

113,401 

305,276 

5,303 

1,246,893 

100,000 

79,626 

0 
0 
0 
0 

333,981 

3,705,419 

113,401 

309,163 

668,259 

7,414,846 

226,802 

614,439 

Total  Funds 

$3,030,142 

$1,432,240 

$0 

K462,382 

$1,431,822 

$0 

$4,461,964 

$8,924,346 

Program  Description 

The  Agricultural  Development  Division  administers  programs  to  promote  Montana  agriculture  through  market 
development  and  enhancement.  Assistance  is  given  toward  commercialization  of  traditional  as  well  as  innovative 
agricultiiral  products  and  processes.  The  program  provides  support  to  the  Alfalfa  Seed  Committee,  the  Montana  Wheat 
and  Barley  Committee,  the  Montana  Agricultural  Development  Council,  and  the  Board  of  Hail  Insurance.  The  division 
is  comprised  of  the  following  Bureaus:  Rural  Development,  Wheat  and  Barley,  Agriculture  Marketing  &  Business 
Development  and  State  Grain  Laboratory.  The  State  Grain  Laboratory  provides  grades,  protein  determinations,  malting 
barley  germination,  and  falling  number  tests  for  contract  settlement  prices  between  buyers  and  sellers  of  grain  crops  in 
Montana. 

Program  Highlights 


Agriculture  Development  Division 
Major  Budget  Highlights 


Total  funds  increase  $2.9  million  or  about  47  percent  for  the  biennium 

Federal  marketing  authority  grants  increase  $200,000 

State  special  revenue  increases  of  $2.5  million  are  primarily  due  to  the 

following: 

•  Wheat  &  Barley  Committee  grants  to  universities  and 
professional  societies  of  $1.1  million 

•  State  Grain  Lab  Bureau  adjustments  of  $5 1 5,000 

•  Increases  in  statewide  present  law  adjustments 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 
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Program  Funding  Table 

Agricultural  Development 

Base             %  of  Base           Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004            FY  2004            FY  2006 

FY  2006 

FY  2007 

FY  2007 

01000  General  Fund 

$        328.678             10.8%     $        334,278 

7.5% 

$        333,981 

7.5% 

02000  State/Other  Special  Rev.  Funds 

2,458,526             81.1%           3,709,427 

83.1% 

3,705,419 

83.0% 

03000  Federal  Spec.  Rev.  Funds 

13,401               0.4%              113,401 

2.5% 

113,401 

2.5% 

06000  Proprietaiy  Funds 

229,537              7.6%              305.276 

6.8% 

309.163 

6.9% 

Grand  Total 

3,030,142           100.0%           4,462,382 

100.0% 

4,461.964 

100.0% 

General  fund  supports  administration,  agricultural  markets,  and  agriculture  statistic  functions. 

State  and  other  special  revenue  consist  of  wheat  and  barley  sales  taxes,  coal  severance  tax  collections,  grain  testing  fees, 
alfalfa  seed  assessments,  private  donations,  income  tax  checkoffs  for  Agriculture  in  Montana  Schools,  and  interest 
earnings.  The  Growth  Through  Agriculture  (GTA)  Program  receives  a  share  of  7.75  percent  of  coal  severance  tax 
collections  to  fund  grants  and  operations  of  the  Agriculture  Development  Council  for  the  Montana  Growth  Through 
Agriculture  Act. 

Proprietary  fimds  are  from  Hail  Insurance  and  expendable  trust  funds  are  from  the  Rural  Development  and  Rehabilitation 
Program. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fii-nl  "TiOfx 

-i«r«I  1(Y)1 

General               State 

Federal 

Total 

.     

General 

State 

Federal 

Total 

FTE                  Fund                Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

418,463 

415.868 

Vacancy  Savmgs 

(60,522) 

(60.416) 

Inflation/Deflation 

(6.327) 

(6.505) 

Fixed  Costs 

13,110 

13.367 

Total  Statewide  Present  Law  Adjustments 

$364,724 

$362,314 

DP  5001  -  Montana  Agricultural  Statistics  Service  OF  Approp 

0.00                 5.000                        0 

0 

5,000 

0.00 

5,000 

0 

0 

5.000 

DP  5002  -  Mt  Agricultural  Statistics-Alternative  Crop  Survey 

0.00                      0                4,968 

0 

4,968 

0.00 

0 

4,968 

0 

4.968 

DP  5003  -  State  Grain  Lab  Bureau  Base  Adjustment 

0.00                        0             258,463 

0 

258.463 

0.00 

0 

256,663 

0 

256,663 

DP  5004  -  Montana  State  Hail  Insurance  Prog.  Base  Adjustment 

0.00                      0                      0 

0 

15,000* 

0.00 

0 

0 

0 

18,500  • 

DP  5005  -  Wheal  &  Barley  Bureau  Base  Adjustment 

0.00                      0            650,146 

0 

650,146 

0.00 

0 

650,439 

0 

650,439 

DP  5009  -  Federal  Marketing  Appropriation  Authority 

0.00                      0                      0 

100.000 

100.000 

0.00 

0 

0 

100,000 

100,000 

DP  5020  -  Montana  Agriculture  Development  Council  Grants 

0.00                      0              33,939 

0 

33.939 

0.00 

0 

33.938 

0 

33,938 

Total  Other  Present  Law  Adjustments 

0.00               $5,000           $947,516 

$100,000 

$1,067,516* 

0.00 

$5,000 

$946,008 

$100,000 

$1,069,508 

Grand  Total  All  Present  Law  Adjustments 

$1,432,240  • 

$1,431,822 

• 
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Personal  service  expenditures  increased  33  percent  in  FY  2006  and  32  percent  in  FY  2007  over  the 
FY  2004  budget.  There  are  several  factors  that  influenced  this  increase:  1 )  annualized  2005  pay  plan; 
2)  position  reclassifications  and  pay  raises;  and  3)  full  funding  of  10.00  FTE  positions  vacant  for  a 
portion  of  the  year. 


DP  5001  -  Montana  Agricultural  Statistics  Service  GF  Approp  -  The  executive  is  requesting  $5,000  each  fiscal  year  of 
additional  general  fund  for  personal  services  in  the  Montana  Agriculture  Statistics  Program.  This  program  collects  and 
publishes  statistics  relating  to  production  and  marketing  of  crops. 

DP  5002  -  Mt  Agricultural  Statistics-Alternative  Crop  Survey  -  The  executive  requests  state  special  revenue  authority 
each  year  for  printing  and  program  costs. 

DP  5003  -  State  Grain  Lab  Bureau  Base  Adjustment  -  The  executive  requests  additional  state  special  revenue  authority 
for  anticipated  or  potential  expenditures:  1)  personnel  services  of  about  $200,000  each  year;  and  2)  $114,000  over  the 
biennium  for  the  purchase  of  lab  equipment. 


LFD 
COMMENT 


State  Grain  Laboratory  Revenues 

The  state  grain  lab  in  Great  Falls  is  the  only  state  grain  laboratory  and  the  only  grain  laboratory  in 
Montana  certified  by  the  federal  grain  inspection  service  (FGIS).  The  main  purpose  of  the  state  grain 
lab  is  to  satisfy  provisions  of  Montana  law  that  entitles  all  buyers  and  sellers  of  grain  to  an  official  grade,  protein 
analysis,  and  other  quality  tests  on  any  grain  delivered  to  a  warehouse.  The  lab  derives  approximately  90  percent  of  all 
funding  from  the  inspection  and  testing  of  grain.  The  other  1 0  percent  has  been  a  subsidy  fi-om  the  wheat  and  barley 
fimd  of  $50,000  a  year.  The  revenues  derived  from  inspection  and  testing  are  used  for  operations  of  the  state  grain 
laboratory  and  for  field  inspections  associated  with  the  testing  of  grain. 


Figure  2  below  the  shows  actual  level  of  revenues  and  expenditures  through  FY  2004.  As  shown,  revenues  in  the  state 
grain  account  have  fluctuated  in  recent  years  and  expenditures  have  outpaced  revenues  two  out  of  the  last  four  years, 
creating  a  structural  imbalance  in  the  account.  Without  the  wheat  and  barley  subsidy  of  $50,000  a  year,  the  fund  balance 
would  be  negative. 


Figure 

2 

The 

Department  of  Agiiculture 

State  Grain  Services  Account 

FY  2001-2004 

Actual 

Actual 

Actual 

Actual 

2001 

2002 

2003 

2004 

Fund  Account  #  02453 

Fund  Balance  Beginning 

$107,055.9 

$62,229.8 

$79,274.3 

$114,471.6 

Personal  Services 

(345,602.71) 

(257,404.19) 

(346,318.07) 

(337,094.04) 

Operating  Expenses 

(66,682.74) 

(21,676.21) 

(61,334.19) 

(59,412.30) 

Equipment  &  Intangible  Assets 

(11,194.94) 

Debt  Service 

Total  Expenditures 

($412,285.5) 

($279,080.4) 

($407,652.3) 

($407,701.3) 

Taxes 

23.50 

8.70 

Charges  For  Services 

358,893.96 

238,093.59 

388,438.26 

341,332.84 

BOI  Investment  Earnings  Class 

3,781.82 

1,223.04 

1,188.47 

856.13 

Sale  Of  Documents/Mdse/Prop 

4,353.10 

6,808.32 

3,310.33 

2,639.71 

Grants/Transfers/Misc 

646.48 

50,000.00 

50,000.00 

50,132.04 

Federal 

Total  Revenue 

$367,675.4 

$296,125.0 

$442,960.6 

$394,969.4 

Ending  Fund  Balance 

$62,229.8 

$79,274.3 

$114,471.6 

$100,267.5 
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The  2003  Legislature  gave  a  significant  increase  in  spending  authority  to  the  state  grain  lab  in 
anticipation  of  increased  activities.  This  increased  activity  did  not  materialize.  The  executive  is 
again  requesting  a  large  increase  in  personal  services  and  operating  expenses  such  as  lab  supplies 
and  equipment,  composed  of  both  statewide  present  law  personal  services  adjustments  of  about 

$276,000  and  DP  5003.  The  department  has  increased  the  revenue  estimates  by  a  like  amoimt.  This  level  is  essentially 

a  contingency  in  the  event  activity  is  comparable  to  a  high  activity  year  such  as  1994. 

This  level  of  activity  and  revenue  are  unlikely  to  be  realized.  Competition  from  private  labs  and  continuing  drought 
conditions  in  Montana  appear  to  have  caused  a  shift  in  the  business  paradigm  for  the  lab.  The  legislature  may  wish  to 
have  the  department  discuss  the  status  of  the  lab  and  its  long-term  viability. 

The  grain  lab  is  entirely  supported  by  producers  through  either  lab  testing  fees  or  the  subsidy  from  the  wheat  and  barley 
committee. 


DP  5004  -  Montana  State  Hail  Insurance  Prog.  Base  Adjustment  -  The  executive  requests  an  increase  in  proprietary 
funding  from  the  Hail  hisurance  fund  of  $33,500  over  the  bietmium  for  anticipated  expenditures  for  increased  travel 
costs  of  hail  claims  adjusters. 

DP  5005  -  Wheat  &  Barlev  Bureau  Base  Adjustment  -  The  executive  requests  an  increase  of  approximately  $650,000  a 
year  for  grants  to  professional  societies  and  universities.  The  funding  is  from  the  wheat  and  barley  committee  and  is 
mainly  used  for  marketing  and  research  activities. 


LID 
COMiMKNT 


The  grain  producers  of  Montana  pay  a  voluntary  tax  of  1 .25  cents  per  bushel  of  wheat  and  2.0  cents 
per  hundredweight  of  barley  into  the  wheat  and  barley  research  and  marketing  fund.  The  Montana 
Wheat  and  Barley  Committee's  main  goals  are  to  improve  wheat  and  barley  quality,  increase 
efficiency  of  production,  develop  marketing  knowledge  and  markets,  and  determine  new  uses  for  wheat  and  barley.  The 
increase  is  dependent  upon  a  resumption  of  normal  moisture  and  crop  production,  thereby  allowing  for  additional  grants 
for  marketing  and  research. 


DP  5009  -  Federal  Marketing  Appropriation  Authority  -  The  executive  requests  additional  federal  special  revenue 
authority  of  $100,000  each  fiscal  year  for  investments  or  loans  in  projects  that  stimulate  agriculture  development  and 
diversification  in  Montana. 

DP  5020  -  Montana  Agriculture  Development  Council  Grants  -  The  executive  requests  additional  state  special  revenue 
authority  for  investments  and  agricultural  development  projects  in  Montana.  The  Montana  Agriculture  Development 
Council  may  make  investments  in  projects  that  have  the  ability  to  increase  agricultural  development  and  diversification 
in  Montana.  An  increase  of  $67,877  for  the  2007  biennium  is  requested  and  would  be  used  to  increase  the  funds 
available  for  additional  grants  within  Montana.  Funding  is  from  the  coal  tax  shared  accoimt. 


h 
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Coal  Trust  Shared  Account 

The  Growth  Through  Agriculture  shares  7.75  percent  of  revenues  from  the  coal  trust  with  several  other 
functions  of  state  government.  Figure  3  shows  the  estimated  revenues  and  proposed  expenditures  in  the 
2007  biennium.  All  unspent  balances  is  deposited  to  the  general  fund. 


Figures 
Coal  Tax  Shared  Revenue  Account 

2007  Biennium 

Component** 

FY  2006 

FY  2007 

Biennium 

Revenues 
7.75  Percent  of  Coal  Tax  Revenues 

$2,449,155 

$2,500,770 

$4,949,925 

Exoenditures 
Commerce  -  Coal  Board*/County  Planning 
Montana  State  Library  -  Statewide  Library  Resources 
DNRC  -  Conseivation  Districts/Centralized  Services 
Agriculture  -  Growth  Through  Ag 

$1,655,916 
403,741 
727,563 
477,405 

$88,249 
403,742 
632,132 

477,252 

$1,744,165 

807,483 

1,359,695 

954,657 

Total 

$3,264,625 

$1,601,375 

$4,866,000 

Biennial  Difference  -  Transferred  to  the  General  Fund 

$83,925 

*Coal  Board  grants  are  biennial 

**Revenues  are  as  estimated  by  the  Revenue  and  Transportation 

Expenditures  are  as  requested  in  the  executive  budget 

Interim  Committee 

Proprietary  Rates 

Proprietary  Program  Description 

The  Hail  Lisurance  program  (fund  06052)  has  been  in  operation  since  1917.  The  function  of  the  program  is  to  provide 
low  cost  hail  insurance  coverage  for  any  crop  grown  in  Montana  to  assist  producers  in  recovering  their  input  costs  should 
there  be  hail  damage.  The  program  insures  approximately  1 .4  million  acres  of  crops  with  coverage  exceeding  $30 
million  each  year. 

The  Montana  Beginning  Farmer/Rancher  Loan  Program  (fund  06016)  is  a  tax-exempt  bond  program  designed  to  assist 
beginning  farmers/ranchers  in  the  State  of  Montana  to  acquire  agricultural  property  at  lower  interest  rates.  The  program 
enables  lenders,  individuals,  partnerships,  corporations,  and  other  entities  to  receive  federally  tax-exempt  interest  with 
respect  to  a  loan  or  contract  sale  made  to  a  qualifying  beginning  farmer/rancher.  The  fmancial  institution,  af^er  arranging 
the  loan  or  sales  contract,  will  obtain  from  the  Montana  Agriculture  Loan  authority  (the  authority)  a  federally  tax-exempt 
bond  in  the  amount  of  the  loan  or  unpaid  balance.  The  loan  and  its  collateral  will  be  assigned  to  the  financial  institution 
as  security  for  the  bond.  In  the  case  of  a  contract  sale,  the  contract  will  be  entered  into  by  the  Authority,  and  the 
Financial  Institution  will  receive  the  bond  to  evidence  the  Authority's  obligations  under  the  contract.  The  Authority's 
right,  title  and  interest  in  the  contract  will  then  be  assigned  to  the  beginning  farmer/rancher  who  assumes  payment 
obligations  of  the  Authority  under  the  contract. 

Proprietary  Revenues  and  Expenses 

Hail  Insurance  Program 

Hail  premiums  charged  are  set  by  80-2-208,  MCA,  and  cannot  exceed  $40  per  acre  for  non-irrigated  land  and  $56  per 
acre  for  irrigated  land.  The  program  is  required  to  keep  a  reserve  as  set  by  80-2-228,  MCA.  An  actuary  is  hired  each 
year  to  review  the  reserve  requirements.  The  program  pays  for  2.50  full-time  FTE  and  4.88  seasonal  FTE  to  support 
program  operations.  In  addition,  the  program  must  pay  for  associated  operating  expenses. 
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Beginning  Farmer/Rancher  Loan  Program 

An  applicant  pays  a  $50  application  fee  and  a  loan  participation  fee  of  1.5  percent  of  the  value  of  the  bond.  These  rates 
are  unchanged  from  last  biennium.  Once  the  program  is  operational,  it  will  fund  a  0.50  FTE  and  related  operating 
expenses.  The  FTE  will  not  be  filled  until  revenue  will  support  it. 

Proprietary  Rate  Explanation 

Hail  Insurance  Program 

Hail  premiums  charged  are  set  by  section  80-2-228,  MCA. 

Beginning  Farmer/Rancher  Loan  Program 

An  applicant  pays  a  $50  application  fee  and  a  loan  participation  fee  of  1 .5  percent  of  the  value  of  the  bond.  These  rates 
are  unchanged  from  last  biennium. 


2007  Biennium  Report  on 

Internal  Service  and  Enterprise  Fu 

nds  2007 

Budgeted 
FY07 

Fund                   Fund  Name 
6052                 Hail  Insurance 

Agency  # 
6201 

Agency  Name 
Department  of  Agriculture 

Program  Name 
Agriculture  Development  Division 

Actual 
FY02 

Actual 
FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

Operating  Revenues: 

Fee  revenue 

Hail  Insurance  Premium 

Hail  Insurance  Penalty  and  Interest 

STIP  Participant  Earnings 

Net  Fee  Revenue 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

296.708 

3,977 

136,123 

2.564.597 

3.668 

66.896 

3,741,627 

6,094 

61,507 

3.500.000 

3.000 

75,000 

3,500,000 

3,000 

75,000 

3,500.000 

3.000 

75,000 

436,808 

2.635.161 

3,809,228 

3,578,000 

3,578.000 

3,578,000 

436,808 

182,718 
1,861.989 

2.635.161 

210.224 
1.819.072 

3,809,228 

226,367 
1.722,256 

3,578,000 

198,504 
5.548.794 

3.578.000 

230.297 
6.886.672 

3,578,000 

230,532 
6,886,672 

2,044.707 
(1,607,899) 

2.029,296 
605,865 

1.948,623 
1,860,605 

5.747.298 
(2,169,298) 

7.116.969 
(3,538,969) 

7,117,204 
(3,539,204) 

(1,607,899) 
(42,254) 

605.865 
(15.108) 

1,860,605 
(13,732) 

(2.169.298) 
(19,757) 

(3,538,%9) 
(33,732) 

(3,539,204) 

(33,732) 

(1,650.153) 

6,437.273 
430.603 

6.867.876 

590.757 

5.220.176 
(525.715) 

4.694.461 

1,846,873 

5,285,218 

1 

5.285.219 

(2,189,055) 
7,132,092 

7.132,092 

(3,572,701) 
8.710.192 

8.710.192 

(3,572,936) 
12,288,292 

12,288,292 

5.217,723 

5,285,218 

7,132.092 

4,943,037 

5,137,491 

8,715,356 

60  days  of 
(Total  0 

expenses 

perating  Expenses  divided  by  6) 

340.785 

338.216 

324.771 

957,883 

1,186,162 

1,186,201 
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2007  Biennium 

Report  on 

Internal  Service  and  Enterprise  Funds  2007 

Budgeted 
FY07 

Fund                  Fund  Name 

6016       Beginning  Farmer/Rancher 

Agency  # 
62010 

Agency  Name 
Agriculture 

Program  Name 
Agricultural  Development 

Division 

Actual 
FY02 

Actual 
FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

Operating  Revenues: 

Application  Fees 

Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

- 

1,963 
3 

3,300 
14 

2.000 
500 

58.200 
500 

58,200 
500 

- 

1.966 

3,314 
3,343 

2,500 

58.700 
58.200 

58,700 
58,200 

- 

1.966 

3,343 
(29) 

2,500 

58.200 
500 

58,200 
500 

- 

1,966 

(29) 

2.500 

500 

500 

(185,799) 

186,149 
350 

1,966 
350 

350 

(29) 
2.316 

2,316 

2.500 
2.287 

2.287 

500 
4.787 

4,787 

500 
5,287 

5,287 

350 

2.316 

2,287 

4,787 

5,287 

5,787 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 

- 

- 

557 

- 

9,700 

9.700 

Department  Of  Agriculture 


C-178 


Agricultural  Development 


Department  Of  Commerce 


SUMMARY 


Agency  Proposed  Budget 

The  following  table  summarizes  the  total  executive  budget  proposal  for  the  agency  by  year,  type  of  expenditure,  and 
source  of  fimding. 


Agency  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

47.00 

(5.34) 

0.00 

41.66 

(5.34) 

0.00 

41.66 

41.66 

Personal  Services 
Operating  Expenses 
Equipment 
Local  Assistance 

2,091,891 

2,253,689 

0 

0 

39,026 

446,667 

0 

0 

0 
0 
0 

0 

2,130,917 

2,700,356 

0 

0 

39,576 

404,236 

0 

0 

0 
0 
0 
0 

2,131,467 

2,657,925 

0 

0 

4.262,384 
5358,281 

0 

0 

Grants 

Benefits  &  Claims 

15,130,854 
210,496 

2,718,469 
264,504 

0 
0 

17,849,323 
475,000 

1,403,068 
264,504 

0 
0 

16,533,922 
475,000 

34,383,245 
950,000 

Total  Costs 

$19,686,930 

$3,468,666 

$0 

$23,155,596 

$2,111384 

$0 

$21,798314 

$44,953,910 

General  Fund 
State/Other  Special 
Federal  Special 

1,565,311 

1,622,888 

16,498,731 

60,216 
1,809,510 
1,598,940 

0 
0 
0 

1,625,527 

3,432,398 

18,097,671 

59,598 

220,921 

1,830.865 

0 
0 

0 

1,624,909 

1,843,809 

18,329,596 

3,250,436 

5,276,207 

36,427,267 

Total  Funds 

$19,686,930 

$3,468,666 

$0 

$23,155,596 

$2,11U84 

$0 

$21,798314 

$44,953,910 

Agency  Description 

The  Department  of  Commerce  is  responsible  for  working  with  economic  and  community  development  organizations, 
businesses,  communities,  governmental  entities,  elected  officials,  and  the  public  to  diversify  and  expand  the  state's 
economic  base  through  business  creation,  expansion,  and  retention  and  improvement  of  Montana's  infrastructure, 
housing,  and  facilities.  The  department  is  composed  of  eight  major  divisions,  which  include  the  Business  Resources, 
Montana  Promotion,  Community  Development,  Housing,  and  Director's  Office/Management  Services  divisions,  as  well 
as  the  Board  of  Research  and  Commercialization  Technology,  the  Montana  FaciUty  Finance  Authority,  the  Montana 
Board  of  Investments,  and  the  Montana  Heritage  Commission. 

Agency  Highlights 


Department  of  Commerce 
Major  Budget  Highlights 


Increases  of  $5.8  million  over  the  biennium  consist  of  a  59  percent 

increase  in  federal  funds,  a  35  percent  increase  in  state  funds  and  a  6 

percent  increase  in  general  fund.  These  increases  are  primarily  due  to: 

Increases  in  Community  Development  Block  Grants  of  $3.3  million 

Increases  in  the  Coal  Board  Grants  of  $927,093 

Increases  in  administrative  costs  for  the  Department  of  Commerce  of 

approximately  $462,000 

Increases  in  statewide  present  law  adjustments 
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Funding 

The  following  table  summarizes  funding  for  the  agency,  by  program  and  source,  as  recommended  by  the  Governor. 
Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 


Total  Agency  Funding 
2007  Biennium  Executive  Budget 

Agency  Program 

General  Fund       State  Spec.         Fed  Spec. 

Grand  Total 

Total  % 

5 1  Business  Resources  Division 

52  Montana  Promotion  Division 

60  Community  Development  Division 
74  Housing  Division 
8 1  Director/Management  Services 
Grand  Total 

$    2,810,436     $       462,219     $    7,596,330 

1,519,386 

440,000          3,294,602        15,864,837 

12,016,100 

950,000 

$  10,868,985 

1,519,386 

19,599,439 

12,016,100 

950.000 

$  44,953,910 

24% 

3% 

44% 

27% 

2% 

100% 

$    3,250,436     $    5,276,207     $  36,427,267 

Biennium  Budget  Comparison 

The  following  table  compares  the  executive  budget  request  in  the  2007  biennium  with  the  2005  biennium  by  type  of 
expenditure  and  source  of  funding.  The  2005  biennium  consists  of  actual  FY  2004  expenditures  and  FY  2005 
appropriations. 


Biennium  Budget  Comparison 
Budget  Item 

Present 

Law 

Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

Present 

Law 

Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 

Biennium 

Fiscal  04-05 

Total 
Exec.  Budget 
Fiscal  06-07 

KIK 

41.66 

0.00 

41.66 

41.66 

0.00 

41.66 

47.00 

41.66 

Personal  Services 
Operating  Expenses 
Equipment 
Lx)cal  Assistance 

2,130,917 

2,700,356 
0 
0 

0 

0 
0 
0 

2,130,917 

2,700,356 

0 

0 

2,131,467 

2.657,925 

0 

0 

0 
0 
0 
0 

2,131,467 

2,657,925 

0 

0 

4,308,505 

5,050,586 

0 

0 

4,262,384 

5,358,281 

0 

0 

Grants 

Benefits  &  Claims 

17,849,323 
475,000 

0 
0 

17,849,323 
475,000 

16,533,922 
475,000 

0 
0 

16,533,922 

475,000 

28,120,624 
627,724 

34,383,245 
950,000 

Total  Costs 

$23,155,596 

$0 

$23,155,596 

$21,798,314 

$0 

$21,798,314 

$38,107,439 

$44,953,910 

General  Fund 
State/Other  Special 
Federal  Special 

1,625,527 

3,432,398 

18,097,671 

0 
0 
0 

1,625,527 

3,432,398 

18.097,671 

1,624,909 

1,843,809 

18,329,596 

0 
0 
0 

1,624,909 

1,843,809 

18,329,596 

3,149,336 

4,525,547 

30,432,556 

3,250,436 

5,276,207 

36,427,267 

Total  Funds 

$23,155,596 

$0 

$23,155,596 

$21,798,314 

$0 

$21,798,314 

$38,107,439 

$44,953,910 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

26.50 

(3.34) 

0.00 

23.16 

(3.34) 

0.00 

23.16 

23.16 

Personal  Services 
Operating  Expenses 
Equipment 
Local  Assistance 

1.126.589 

1.115.614 

0 

0 

93.778 

88,934 

0 

0 

0 
0 
0 
0 

1.220.367 

1.204,548 

0 

0 

94.346 

80.427 

0 

0 

0 
0 
0 

0 

1,220.935 

1,196,041 

0 

0 

2,441.302 

2,400,589 

0 

0 

Grants 

2,856.896 

156,651 

0 

3.013.547 

156,651 

0 

3,013,547 

6,027,094 

Total  Costs 

$5,099,099 

$339J63 

$0 

$5,438,462 

$331,424 

$0 

$5,430323 

$10368,985 

General  Fund 
Slate/Other  Special 
Federal  Special 

1.363,945 

182.270 

3.552.884 

41,582 

48,919 

248.862 

0 
0 
0 

1.405.527 

231,189 

3,801,746 

40.964 

48.760 

241.700 

0 
0 
0 

1,404.909 

231,030 

3,794,584 

2.810.436 

462.219 

7,596,330 

Total  Funds 

$5,099,099 

$339363 

$0 

$5,438,462 

$331,424 

$0 

$5,430323 

$10,868,985 

Program  Description 

•        The  Business  Resources  Division  is  comprised  of  a  variety  of  programs  aimed  at  improving,  enhancing,  and 
diversifying  Montana's  economic  and  business  climate.  Working  closely  with  the  private  sector,  the  legislature, 
economic  and  community  development  partners,  other  department  divisions,  state  agencies,  and  federal  and 
private  programs;  the  division  strives  to  enhance  the  economic  base  of  Montana  through  business  creation, 
expansion,  and  retention  efforts.  Bureaus  within  the  division  include: 
Regional  Development  Bureau 
Trade  and  International  Relations  Bureau 
Community  Development  Block  Grant  (CDBG)  Program 
Census  and  Economic  Information  Center  (CEIC) 
Small  Business  Development  Centers 
Made  In  Montana  Program 


Program  Highlights 


Business  Resources  Division 
Major  Budget  Highlights 


Increases  of  $670,000  over  the  biennium  consists  of  a  73  percent 

increase  in  federal  funds,  a   15  percent  increase  in  state  special 

revenues,  and  a  12  percent  increase  in  general  fund.   These  increases 

are  primarily  due  to: 

Increases  in  Community  Development  Block  Grants  of  $313,000 

Business   Resources  Division  administrative  costs  adjustments  of 

$216,000 

Increases  in  statewide  present  law  adjustments 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 

Business  Resources  Divis 

Base           %  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004          FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$1,363,945             26.7% 

$1,405,527 

25.8% 

$1,404,909 

25.9% 

02090  Business  Asst-Private 

26,333               0.5% 

51,333 

0.9% 

51,333 

0.9% 

02191  Montana  Capitol  Co.  Act 

5,427              0.1% 

5,427 

0.1% 

5,427 

0.1% 

02210  Microbusiness  Admin  Acct 

80,510               1.6% 

104,429 

1.9% 

104,270 

1.9% 

02563  Nat'L  Dev.  Cncl  Training  Funds 

70,000               1.4% 

70,000 

1.3% 

70,000 

1.3% 

03059  Community  Development  Block 

2,873,654             56.4% 

3,170,198 

58.3% 

3,164,501 

58.3% 

03061  Eda  Revolving  Loan  Fund 

18,393               0.4% 

19,288 

0.4% 

19,252 

0.4% 

03075  Sba  Microloan 

77,748               1.5% 

81,533 

1.5% 

81,379 

1.5% 

03207  Small  Business  Dev.  Centers 

506,089              9.9% 

530,727 

9.8% 

529,452 

9.7% 

03957  Wia  Labor  Training 
Grand  Total 

77,000                1.5% 
$5,099,099           100.0% 

. 

_ 

. 

_ 

$  5,438,462 

100.0% 

$5,430,523 

100.0% 

The  Business  Resources  Division  is  funded  by  a  combination  of  26  percent  general  fund,  4  percent  state  special  revenue 
funds,  and  70  percent  federal  funds. 

General  fund  supports  the  following  programs: 
Census  and  Economic  hiformation  Center  (CEIC) 

•  The  Regional  Development  Bureau 

•  A  portion  of  trade  and  international  relations  activities 

•  Match  on  federal  funds  for  the  administrative  costs  of  the  community  development  block  grants  and  Small 
Business  Development  centers 

State  special  revenue  fiinds  the  following: 

•  Administrative  expenses  of  the  micro-business  loan  program  through  the  interest  from  loans  to  micro-business 
development  corporations  made  from  the  permanent  coal  tax  trust 

•  A  portion  of  trade  and  international  relations  activities  through  conference  fees  and  the  sale  of  trade  directories, 
and  a  grant  from  the  Growth  Through  Agriculture  program  of  $90,000  each  year 

•  A  portion  of  Small  Business  Development  Centers  through  private  industry  partnering 

Federal  funds  support  most  expenditures  of  the  Small  Business  Development  Centers  and  commimity  development  block 
grants. 

Trade  and  international  relations  activities  also  receive  funding  from  the  Montana  Promotion  Division  allocation  of 
lodging  facility  use  tax,  amounting  to  approximately  $100,000  annually.  Since  lodging  facility  use  tax  revenues  are 
statutorily  appropriated,  this  amount  does  not  require  legislative  appropriation  in  HB  2  and  as  such  does  not  appear  in  the 
funding  tables. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Present  Law  Adjustments 

.   .       _      Fiscal  '>f^^ 

=i<!ral  7007 - 

General 
KIE                  Fund 

Stale 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

310,453 

(57,483) 

(707) 

(12,719) 

310,600 

(57,487) 

(690) 

(22,708) 

Total  Sutewtde  Present  Law  Adjustments 

$239,544 

$229,715 

DP  5101  -  BRD  FTE  Reallocation  HB0002 

(3.00)           (150,459)                        0 
DP  5104  -  BRD  Federal  Grants  Adjustment  HB0002 

0.00                      0                      0 
DP  51 1 1  -  BRD  Administrative  Costs  Adjustments  HB0002 

0.00               62,611                45,000 
DP  5126  -  BRD  Statewide  FTE  Reduction  HB0002 

(0.34)             (13,984)                        0 

0 

156.651 

0 

0 

(150,459) 
156,651 
107,611 
(13,984) 

(3.00) 
0.00 
0.00 

(0.34) 

(150,043) 

0 

64,076 

(13,975) 

0 

0 

45,000 

0 

0 

156,651 

0 

0 

(150,043) 
156,651 
109,076 
(13,975) 

Total  Other  Present  Law  Adjustments 

(3J4)         ($101,832) 

$45,000 

$156,651 

$99,819 

(3J4) 

($99,942) 

$45,000 

$156,651 

$101,709 

Grand  Total  All  Present  Law  Adjustments 

$339,363 

$331,424 

DP  5101  -  BRD  FTE  Reallocation  HB0002  -  The  executive  proposes  transferring  3.00  FTE  from  HB  2  to  a  statutory 
appropriation  in  order  to  comply  with  actions  adopted  and  approved  by  the  58*  Legislature.  There  is  no  reduction  in  the 
total  FTE  for  the  division. 

In  the  2003  legislative  session,  $150,000  in  HB  2  general  fund  per  year  was  removed  from  the  Business  Resources 
Division  in  order  to  achieve  the  budget  reductions  made  by  the  legislature.  Since  these  positions  were  still  in  the  base, 
they  were  funded  through  present  law  adjustments  in  the  2007  biennium.  To  eliminate  these  positions  from  the  adjusted 
base  requires  a  decision  package  for  their  removal.  The  net  general  fund  impact  over  the  2007  biennium  is  zero. 


COM M KM 


The  department  receives  a  total  of  $1.1  million  general  fund  each  bienniimi  in  statutory 
appropriations  for  various  economic  development  activities,  including  small  business  development, 
export  trade  enhancement,  and  certified  regional  development  corporations. 


When  the  statewide  general  fiind  personal  services  reduction  was  made  by  the  2003  Legislature,  the  department 
switched  the  funding  for  these  3.00  FTE  to  the  statutory  appropriations,  reducing  the  funds  available  for  those  economic 
development  activities.  The  executive  proposes  to  continue  funding  these  positions  with  the  statutory  appropriations  in 
the  2007  biennium.. 


DP  5104  -  BRD  Federal  Grants  Adjustment  HB0002  -  The  executive  requests  federal  special  revenue  authority  for 
Community  Development  Block  Grant  Program  (CDBG)  increases.  CDBG  economic  development  funds  are  projected 
to  increase  during  the  2007  biennium  to  an  estimated  $2.5  million  per  year. 

DP  5111  -  BRD  Administrative  Costs  Adjustments  HB0002  -  The  executive  requests  a  general  fund  increase  of 
$126,687  and  a  state  special  revenue  authority  increase  of  $90,000  over  the  biennium  for  the  following: 

•  Carry  forward  of  base  year  expenditures  for  overtime  of  $2,794  per  year 

•  Restoration  of  per  diem  of  $2,45  7  per  year 

•  Increases  in  consulting  and  professional  services  of  $45,000  per  year  for  the  following:  1)  Made-In-Montana 
Trade  Show;  2)  Women  in  Business  conference;  and  3)  Micro-Business  Development  Corporation  training 

•  Increase  in  travel  for  the  Economic  Development  Advisory  Council  of  $3,803  per  year 

•  Increase  in  building  rent  of  $2,070  in  FY  2006  and  $4,067  in  FY  2007.    An  increase  of  2  percent  a  year  is 
required  by  the  lease  agreement 

•  Increased  expenditures  for  agency  indirect  charges  of  $5 1 ,000  per  year 
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In  the  2003  legislative  session,  the  micro-business  council  was  dismantled  and  the  Economic 
Development  Advisory  Council  was  created.  The  per  diem  supports  four  legislators  who  sit  on  the 
Economic  Development  Advisory  Council  and  receive  $76.80  per  day  for  each  meeting,  which  is 
held  four  times  a  year. 


LFD 
COMMENT 


LFD 
COMMENT 


For  more  detailed  explanation  on  indirect  costs  charged  to  each  program,  and  the  basis  for  assessing 
indirect  costs,  refer  to  the  discussion  on  rates  contained  in  the  program  narrative  for  the  Director's 
Office/Management  Services  Division. 


LFD 
COMMENT 


The  request  for  overtime  is  consistent  with  expenditures  in  the  base  year.  Overtime  is  a  zero-based 
budget  item  and  expenditures  are  removed  from  the  adjusted  base  figures  each  biennium.    Any 
expenditure  in  the  coming  biennium  must  be  requested  through  a  decision  package  as  a  present  law 
adjustment  in  order  to  be  restored. 


DP  5126  -  BRD  Statewide  FTE  Reduction  HB0002  -  A  reduction  of  $14,000  general  fund  per  year  is  requested  to 
permanently  eliminate  0.34  FTE  from  the  Business  Resources  Division.  The  elimination  of  this  0.34  FTE  is  to  comply 
with  the  executive's  proposed  statewide  FTE  reduction  to  make  permanent  personal  services  reductions  made  by  the 
2003  legislature. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 

Budget 
Fiscal  2004 

PL  Base 

Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

PL  Base 

Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budge! 
Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Operating  Expenses 

476,286 

293,100 

0 

769,386 

273,714 

0 

750,000 

1,519,386 

Total  Costs 

$476,286 

$293,100 

$0 

$769,386 

$273,714 

$0 

$750,000 

$1,519386 

State/Other  Special 

476,286 

293,100 

0 

769,386 

273,714 

0 

750,000 

1,519,386 

Total  Funds 

$476,286 

$293,100 

$0 

$769386 

$273,714 

$0 

$750,000 

$1,519386 

Program  Description 

The  Montana  Promotion  Division  strives  to  increase  visitor  travel,  visitor  expenditures,  and  film  production  in  the  state. 
The  division  works  to  project  a  positive  image  of  the  state  through  consumer  advertising,  electronic  marketing,  publicity, 
international  and  domestic  group  travel  marketing,  printing  and  distribution  of  literature,  and  marketing  to  motion  picture 
and  television  production  companies.  The  division  provides  training  and  assistance  to  the  Montana  tourism  industry, 
administers,  and  distributes  infrastructure  grants  and  oversees  expenditures  of  six  regional  non-profit  corporations  and 
the  ten  qualified  convention  and  visitor's  bureaus. 

Program  Highlights 


Montana  Promotion  Division 
Major  Budget  Highlights 


Most  of  the  division  budget  is  fimded  by  statutory  appropriation  and  is 
not  appropriated  by  the  legislature  in  KB  2 

An  increase  in  national  advertising  of  $292,000  per  year  of  state 
special  revenue  is  proposed 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2005  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
Montana  Promotion  Division 

Program  Funding 

Base            %  of  Base          Budget 
FY  2004          FY  2004          FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

02 1 1 6  Accommodation  Tax  Account 
02154  Mt  Promotion-Private 
Grand  Total 

$       18,341                3.9%     $       19,386 

457.945              96.1%           750,000 

$    476,286            100.0%     $     769,386 

2.5% 

97.5% 

100.0% 

$ 

750.000 
$     750,000 

100.0% 
100.0% 

The  Montana  Promotion  Division  is  funded  primarily  by  state  special  revenues,  derived  from  67.5  percent  of  the  4 
percent  Montana  Lodging  Facility  Use  Tax  "remaining  after  statutory  deductions".  The  portion  of  the  bed  tax 
appropriated  in  HE  2  and  shown  in  the  table  above  funds  numerous  private  organizations  throughout  Montana  that 
produce  and  distribute  cooperative  advertising  and  joint  promotional  activities.  This  public/private  partnership  is  funded 
cooperatively  with  the  state  and  typically  receives  fiinding  from  private  partners  to  develop  and  distribute  targeted 
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marketing  efforts.  Legislative  audit  costs  are  also  funded  in  HB  2.  Remaining  collections  are  statutorily  appropriated 
and  do  not  appear  in  the  table. 

History 

Montana  currently  has  a  7  percent  tax  on  lodging  facilities  in  the  state,  commonly  referred  to  as  the  "bed  tax".  The  total 

tax  is  divided  into  two  parts: 

A  4  percent  Lodging  Facility  Use  Tax  has  been  in  place  since  1987.   This  tax  equals  4  percent  of  the  rate  charged  on 

accommodations  and  is  collected  from  customers  of  the  facility  upon  payment.   The  tax  can  only  be  based  on  the  fees 

charged  for  lodging  and  cannot  include  the  costs  for  meals,  transportation,  entertainment,  or  any  other  similar  charges. 

The  revenues  are  distributed  as  discussed  below. 

A  3  percent  Lodging  Sales  &  Use  Tax  was  enacted  by  the  2003  legislature.  This  tax,  imposed  for  the  "privilege  of  using 

property  or  services  within  this  state",  is  equal  to  three  percent  of  the  rate  charged  on  accommodations.  All  revenues  are 

deposited  to  the  general  fund. 

Pursuant  to  the  statement  of  intent  provided  by  the  legislature  when  it  enacted  the  4  percent  bed  tax,  all  proceeds  are  to 
be  dedicated  to  the  promotion  of  Montana's  travel  and  tourism  industries.  Of  the  total  collections,  $400,000  is  allocated 
to  the  Montana  Heritage  Preservation  and  Development  Account  for  the  purpose  of  purchasing,  restoring,  and 
maintaining  historically  significant  properties  in  Montana  that  are  in  need  of  preservation.  Additionally,  state  funds  are 
reimbursed  for  any  bed  tax  paid  by  state  employees  while  on  official  business,  and  the  Department  of  Revenue  is 
allowed  to  keep  an  amount  based  on  estimated  costs  of  collecting  and  disbursing  the  proceeds  from  the  tax  (currently  2.3 
percent  of  collections).  The  remaining  proceeds  are  statutorily  allocated  as  follows: 

•  67.5  percent  to  the  Department  of  Commerce 

•  22.5  percent  to  be  distributed  by  the  Department  of  Commerce  to  regional  nonprofit  tourism  corporations  as 
defined  in  15-65-101  (6),  MCA 

•  6.5  percent  to  the  Department  of  Fish,  Wildlife,  and  Parks  for  maintenance  of  facilities  in  state  parks  that  have 
both  resident  and  nonresident  use 

•  2.5  percent  to  the  Commissioner  of  Higher  Education  for  operation  of  the  Institute  for  Tourism  and  Recreation 
Research  at  the  University  of  Montana 

•  percent  to  the  Montana  Historical  Society  to  be  used  for  the  installation  or  maintenance  of  roadside  historical 
signs  and  historical  sites 

Of  those  amounts,  the  largest  share  is  the  67.5  percent  to  the  Department  of  Commerce  to  operate  the  Montana 
Promotion  Division.  The  division  uses  this  funding  in  addition  to  the  state  special  revenue  funded  in  HB  2  to  promote 
the  tourism  industry  in  Montana.  The  January  2005  annual  Report  on  the  Montana  Tourism  Industry  breaks  Montana 
Promotion  Division  spending  into  the  following  categories: 

•  Consumer  Marketing  -  37.4  percent 

•  Tourism  Development  and  Superhost  -  8.3  percent 

•  Telemarketing  and  Fulfillment  - 1 1 .0  percent 

•  Group  Conventions  and  Overseas  Marketing  -  7.8  percent 

•  Publications  -  7.6  percent 

•  Electronic  Services  -  7.6  percent 

•  General  Administration  and  Industry  Services  -  8.2  percent 

•  Film  Industry  Promotion  -  4.7  percent 

•  Publicity  -  4.7  percent 

•  Visitor  Information  Centers  -  2.7  percent 
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Collection  and  Distribution 

Figure  1  below  shows  bed  tax  collections  since  the  inception  of  the  Lodging  Facility  Use  Tax  in  fiscal  1988. 
Additionally,  Figure  2  shows  the  allocation  of  the  bed  tax  for  the  previous  five  years. 

Figure  1 


Bed  Tax  Collections  (FY  1988-2004) 
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For  several  biennia  the  legislature  has  included  language  in  HB  2  directing  the  Department  of  Commerce  to  use  a  portion 
of  the  department's  allocation  of  bed  tax  fiinding  for  programs  in  agencies  such  as  the  Montana  Historical  Society,  and 
the  Montana  Arts  Council.  The  executive  recommends  similar  language  for  the  2007  biennium. 


Figure  2 
Accommodations  Tax  Distribution 

Fiscal  2000 

-  Fiscal  2004 

Distribution  Basis 

1 

F^'  2000 

FY  2001 

FY  2002 

FY  2003 

FY  2004       1 

Gross  Accommodations  Tax  Receipts 

$11,038,724 

$11,283,684 

$11,720,557 

12,616,644 

$22,851,830 

Deptartment  of  Revenue 

General  Fund 

MT  Heritage  Preservation  &  Development 

(Reimburse  travel/cover  costs 
Fixed 

$253,891 

$0 

400,000 

$259,525 

$0 

400,000 

$269,573 

$0 

400,000 

260,996 

571,237 
400,000 

$137,254 

$9,278,658 

$400,000 

Net  Facility  Use  Tax  for  Distribution. 

$10,384,833 

$10,624,159 

$11,050,984 

$11,384,411 

$13,035,918 

Historical  Society 
Higher  Education 
Fish,  Wildlife,  &  Paries 

1%  of  net 
2.5%  of  net 
6.5%  of  net 

$103,848 
259,621 
675,014 

$106,242 
265,604 
690,570 

$110,510 

276,275 
718,314 

$113,844 
284,610 
739,987 

130,359 
325,898 
847,335 

Department  of  Commerce 
For  Department  Use 
For  Distribution  to  Regions  and  Cities 

67.5%  of  net 
22.5%  of  net 

7,009,762 
2,336,587 

7,171,307 
2,390,436 

7,459,414 
2,486,471 

7,684,477 
2.561.492 

8,799,245 
2,933,082 
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Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  appUed  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fis 

General 
fit                 Fund 

cal  2006—    

State 
Special 

Federal 
Special 

Total 
Funds 

Fit 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Fixed  Costs 

1,045 

(18,341) 

Total  StaCewide  Present  Law  Adjustments 

$1,045 

($18,341) 

DP  5212  -  MPD  Private  Funds  &  Audit  Adjustments  HB0002 

0.00                      0            292,055 

0 

292,055 

0.00 

0 

292,055 

0 

292,055 

Total  Other  Present  Law  Adjustments 

0.00                     $0 

$292,055 

$0 

$292,055 

0.00 

$0 

$292,055 

$0 

$292,055 

Grand  Total  All  Present  Law  Adjustments 

$293,100 

$273,714 

DP  5212  -  MPD  Private  Funds  &  Audit  Adjustments  HB0002  -  The  executive  requests  an  increase  in  state  special 
revenue  authority  to  increase  national  advertising  by  $292,000  per  year,  for  a  total  of  $750,000  each  year. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Hem 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Fxec,  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  20(17 

Fxec.  Budget 
Fiscal  06-07 

FTE 

13.00 

0.00 

0.00 

13.00 

0.00 

0.00 

13.00 

13.00 

Personal  Services 
Operating  Expenses 
Equipment 
Local  Assistance 

625,775 

409,881 

0 

0 

30,057 

126,169 

0 

0 

0 
0 
0 

0 

655.832 

536,050 

0 

0 

30,600 

118,554 

0 

0 

0 
0 
0 

0 

656,375 

528,435 
0 
0 

1,312,207 

1,064,485 

0 

0 

Grants 

6.587,183 

2,807,729 

0 

9,394,912 

1,240,652 

0 

7,827,835 

17,222,747 

Total  Costs 

$7,622,839 

$2,963,955 

$0 

$10386,794 

$1389,806 

$0 

$9,012,645 

$19,599,439 

General  Fund 
State/Other  Special 
Federal  Special 

201,366 

964,332 

6,457,141 

18,634 
1,467,491 
1,477,830 

0 
0 
0 

220,000 
2,431,823 
7,934,971 

18,634 
(101,553) 

1,472,725 

0 

0 

0 

220,000 

862,779 

7,929,866 

440.000 
3,294,602 
15,864,837 

Total  Funds 

$7,622,839 

$2,963,955 

$0 

$104186,794 

$1389,806 

$0 

$9,012,645 

$19399,439 

Program  Description 

The  Community  Development  Division  works  with  federal,  state,  and  local  governments,  private  non-profit 
organizations,  and  private  citizens,  in  regard  to  community  needs  identification,  public  facilities  planning  and  financing, 
housing  development  for  low  and  moderate  income  families,  neighborhood  revitalization,  and  coal  and  hard  rock  mining 
mitigation,  as  well  as  management  of  projects  funded  through  division  programs. 

There  are  two  major  programs  directly  administered  by  the  division:  The  Community  Development  Block  Grant 
Program  (CDBG),  and  the  Treasure  State  Endowment  Program  (TSEP).  The  Montana  Coal  Board  and  the  Montana 
Hard  Rock  Mining  Impact  Board  are  also  attached  to  the  Community  Development  Division  for  administrative  purposes. 
The  division  provides  office  facilities,  staff,  and  administrative  support  for  the  boards. 

Other  assisted  entities  include  local  planning  programs,  community  development  corporations,  human  resource 
development  coimcils,  water  and  sewer  districts,  fire  departments,  and  housing  authorities. 

Program  Highlights 


Community  Development  Division 
Major  Budget  Highlights 


Total  funds  increase  of  $4.3  million  or  about  28  percent  for  the 

bienniiun 

Increases  in  state  special  revenues  of  $1.3  million  over  the  biennitmi 

are  primarily  due  to: 

•  Increases    in   the   Coal   Board   Grants    fi-om   the   Coal 
Severance  Tax  shared  account  of  $927,093 

Community  development  administrative  cost  adjustments  of  $246,000 
Increases  in  federal   special   revenues  of     $3.0  million  over  the 
biennium  are  due  to: 

•  Increases  in  Community  Development  Block  Grants  of 
$3.0  million 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding 

Table 

Community  Development  Division 

Base            %  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004          FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01100  General  Fund 

$     201,366               2.6% 

$      220,000 

2.1% 

$     220,000 

2.4% 

02049  Hard  Rock  Mining 

95,617               1.3% 

273,588 

2.6% 

273,259 

3.0% 

02270  Treasure  State  Endowment 

474,573               6.2% 

502,319 

4.7% 

501,271 

5.6% 

02340  Coal  Sev.  Tax  Shared  Ssr 

394,142               5.2% 

1,655,916 

15.6% 

88,249 

1.0% 

03059  Community  Development  Block 

6,457.141              84.7% 

7.934.971 

75.0% 

7.929.866 

88.0% 

Grand  Total 

$7,622,839            100.0% 

$  10,586,794 

100.0% 

$9,012,645 

100.0% 

The  four  programs  within  the  Community  Development  Division  are  funded  as  follows: 

•  Interest  earnings  from  the  treasure  state  endowment  fund,  a  sub-fund  within  the  coal  tax  trust  fund,  fund  the 
Treasure  State  Endowment  Program. 

•  The  Coal  Board  is  funded  exclusively  from  a  share  of  the  7.75  percent  Coal  Severance  Tax  shared  accoimt.  The 
shared  account  funds  the  Coal  Board  Local  Impact  Grants,  pass-through  funding  for  conservation  districts,  a 
portion  of  the  Growth  Through  Agriculture  program,  and  state  library  services  through  the  State  Library 
Commission. 

•  The  CDBG  program  is  primarily  funded  with  federal  block  grant  funds,  allocated  through  the  U.S.  Department 
of  Housing  and  Urban  Development  (HUD).  The  general  fund  provides  a  required  match  for  a  portion  of  the 
administrative  costs  of  the  program  equal  to  two  percent  of  the  annual  CDBG  allocation. 

•  The  Hard-Rock  Mining  Impact  Board  is  funded  by  a  2.5  percent  allocation  of  the  Metalliferous  Mines  License 
Tax  (MMLT). 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fisc^'  '*^'^^ 

Fibril  "^CiCil 

General 
FIE                  Fund 

State 
Special 

Federal 

Special 

Total 
Funds 

Kit 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

54,778 
(27,221) 

(2,215) 
(13,255) 

55,346 
(27,246) 

(2,198) 
(21,891) 

Total  Statewide  Present  Law  Adjustments 

$12,087 

$4,011 

DP  6003  -  CD  Grants  Adjustment  HB0002 

0.00                      0          1,247,085 
DP  6013  -  CD  Administrative  Costs  Adjustments  HB0002 

0.00                      0             123,606 
DP  6060  -  CD  Grants  Hard  Rock  Adjustments  HB0002 

0.00                      0              60,644 

1,500,000 

20,533 

0 

2,747,085 

144.139 

60,644 

0.00 
0.00 
0.00 

0 
0 
0 

(319,992) 

124,130 

60,644 

1,500,000 

21,013 

0 

1,180,008 

145,143 

60,644 

Total  Other  Present  Law  Adjustments 

0.00                    $0 

$1,431335 

$1320,533 

$2,951,868 

0.00 

$0 

($135418) 

$1321,013 

$1385,795 

Grand  Total  All  Present  Law  Adjustments 

$2,963,955 

$1,389,806 
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DP  6003  -  CD  Grants  Adjustment  HB0002  -  The  executive  requests  additional  federal  special  revenue  authority  from  the 
Community  Development  Block  Grants  of  $1.5  million  each  year  for  new  construction  grants.  Additionally,  the 
executive  is  proposing  a  biennial  appropriation  for  the  Coal  Board  for  grants  to  local  coal  communities  of  $927,093. 
Funding  for  the  Coal  Board  grants  comes  from  the  Coal  Severance  Tax  shared  account. 


LID 
COMMKNT 


As  discussed  in  the  fiuiding  section,  the  coal  board  shares  7.75  percent  of  the  proceeds  of  the  coal 
severance  tax  with  several  other  ftinctions  of  state  government.  The  following  shows  anticipated 
revenues  to  the  fund,  and  the  executive's  proposed  expenditures. 


Figure  3 

Coal  Tax  Shared  Revenue  Account 

2007  Biennium 

Component** 

FY  2006 

FY  2007 

Biennium 

Revenues 

7.75  Percent  of  Coal  Tax  Revenues 

$2,449,155 

$2,500,770 

$4,949,925 

Exoenditures 

Commerce  -  Coal  Board'/County  Planning 

$1,655,916 

$88,249 

$1,744,165 

Montana  State  Library  -  Statewide  Library  Resources 

403,741 

403,742 

807,483 

DNRC  -  Conservation  Districts/Centralized  Services 

727,563 

632,132 

1,359,695 

Agriculture  -  Growth  Through  Ag 

477,405 

477,252 

954,657 

Total 

$3,264,625 

$1,601,375 

$4,866,000 

Biennial  Difference  -  Transferred  to  the  General  Fimd 

$83,925 

*Coal  Board  grants  are  biennial 

**Revenues  are  as  estimated  by  the  Revenue  and  Transportation 

Interim  Committee 

Expenditures  are  as  requested  in  the  executive  budget 

DP  6013  -  CD  Administrative  Costs  Adjustments  HB0002  -  An  increase  in  state  special  -  and  federal  special  revenue 
authority  -  is  proposed  for  administrative  costs  increases  for  the  following  items: 

•  Restoration  of  per  diem  of  $2,500  per  year 

•  Increase  consultants  and  professional  services  of  $5,000  per  year  to  retain  professional  architects  and  engineers. 
These  professional  provide  technical  review  of  the  public  facility  grant  applications  and  annual  updates  outlining 
the  state's  community  development  needs,  and  the  annual  plan  to  expend  federal  grant  funds  as  required  by 
HUD  to  access  CDBG  funding 

•  Increased  travel  of  $5,250  for  attendance  in  HUD  training  for  CDBG  staff  in  Washington  D.C.  and  HUD's 
regional  headquarters  in  Denver,  Colorado 

•  Increased  rent  of  $2,451  in  FY  2006  and  $3,709  in  FY  2007.  An  increase  of  2  percent  a  year  required  by  the 
lease  agreement 

•  Increased  expenditures  for  agency  indirect  charges  of  $100,000  per  year 


1  I.I  1) 

1  COM. M  KM 

The  amoimt  requested  for  per  diem  is  consistent  with  base  year  expenditures.  Since  per  diem  is  a  zero 
based  budget  item,  this  is  not  automatically  funded  in  the  adjusted  base  and  must  be  requested  in  full 
each  biennium. 

For  a  more  detailed  explanation  on  indirect  costs  charged  to  each  program,  and  the  basis  for  assessing 
indirect  costs,  refer  to  the  discussion  on  rates  contained  in  the  program  narrative  for  the  Director  s 
Office/Management  Services  Division. 

III) 
(OM.MLM 

DP  6060  -  CD  Grants  Hard  Rock  Adjustments  HB0002  -  The  executive  requests  state  special  revenue 
authority  to  transfer  all  money  segregated  by  the  county  in  the  hard  rock  mining  impact  trust  account  in  excess 
of  $100,000  to  the  county  for  which  the  fiands  have  been  held  in  deposit,  as  required  in  90-6-331,  MCA. 
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Program  Description 

The  Facility  Finance  Authority  was  created  by  the  1983  Legislature  to  assist  health  care  and  related  facilities  in 
containing  future  health  care  costs  by  offering  debt  financing  or  refinancing  at  low-cost,  tax-exempt  interest  rates  for 
buildings  and  capital  equipment.  The  legislature  extended  eligible  facilities  to  include  community  pre-release  centers. 
Cost  savings  are  shared  with  consumers  in  the  form  of  lower  fees. 

The  Facility  Finance  Authority  is  funded  entirely  by  proprietary  funds  (enterprise  accounting  entities  06012  and  06015) 
with  revenues  collected  from  interest,  fees,  and  charges  from  participating  institutions.  There  are  no  direct 
appropriations  provided  in  HB  2. 

The  Authority  is  primarily  mandated  in  Title  90,  Chapter  7  and  Title  2,  Chapter  15,  MCA. 

Mission 

To  develop  and  maintain  statewide  financing  programs  which  provide  for  and  maintain  access  to  the  broadest  range  of 
low-cost  capital  financings  as  possible  for  eligible  non-profit  private  and  public  institutions,  which  will  promote 
affordable  access  to  and  availability  of  services  for  the  consumer. 

Goals  and  Objectives: 

To  maintain  and  improve  current  financing  programs  while  developing  new  funding  options. 

To  develop  and  implement  effective  fmancing  plans  for  under  served  borrowers  by  pursuing  financing  options  for 
Critical  Access  Hospitals  and  "bank  eligibility." 

To  promote  a  greater  understanding  and  utilization  of  the  Authority  fmancing  programs  by  participating  in,  sponsoring 
and  speaking  at  conferences  and  disseminating  information  to  clients  and  new  administrators. 

To  fiscally  and  physically  maintain  an  office  structure  that  can  respond  to  the  borrowers  and  bond  investor's  needs. 

To  provide  resources  for  the  advancement  of  tax-exempt  financing  on  a  national  level  by  serving  on  committees  of 
national  organizations  and  meeting  with  congressional  representatives. 

Proprietary  Rates 

Proprietary  Program  Description 

The  Facility  Finance  Authority  was  created  by  the  1983  Legislature  to  assist  health  care  and  related  facilities  in 
containing  future  health  care  costs  by  offering  debt  financing  or  refinancing  at  low-cost,  tax-exempt  interest  rates  for 
buildings  and  capital  equipment.  The  legislature  extended  eligible  facilities  to  include  community  pre-release  centers. 
Cost  savings  are  shared  with  consumers  in  the  form  of  lower  fees. 

The  Facility  Finance  Authority  is  fiuided  entirely  by  proprietary  funds. 

There  has  not  been  any  significant  program,  service,  or  customer  base  change  since  the  last  legislative  session. 

Proprietary  Revenues  and  Expenses 

Revenue  Description: 

The  Facility  Finance  Authority  is  funded  entirely  by  proprietary  funds  (enterprise  accounting  entities  06012  and  06015) 
with  revenues  collected  from  interest,  fees,  and  charges  fi-om  participating  institutions.  There  are  no  direct 
appropriations  provided  in  HB  2. 

The  authority  has  gradually  reduced  its  application  and  annual  administrative  fee  assessments  contingent  upon  its 
business  volume.  Customer  volume  is  assumed  to  be  at  the  current  level  throughout  the  2007  biennium. 
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Expense  Description: 

The  major  cost  drivers  within  the  Facihties  Finance  Authority  are  personal  services,  operating  expenses,  grants,  and 
expenditiires  related  to  the  periodic  replacement  of  computer  equipment. 

Non-typical  and  one  time  only  expenses,  if  any,  are  subtracted  from  any  proposed  budgets.  Personal  services 
expenditures  fund  2.00  FTE  and  board  member  per  diem. 

Proprietary  Rate  Explanation 

The  Facilities  Finance  Authority  is  funded  by  an  enterprise  fund  and  as  such  the  legislature  does  not  set  the  rates  for  its 
operations.  Authority  customers  are  outside  of  state  government.  The  fee  structure  that  is  proposed  does  not  materially 
vary  from  that  proposed  in  the  last  session. 


2007  Biennium  Report  on 

Internal  Service  and  Enterprise  Funds  2007 

Budgeted 
FY07 

Fund                   Fund  Name 
6012             HFA  Loan  Program 
6015       Facilities  Finance  Authority 

Agency  # 
65010 

Agency  Name 
Dept,  of  Commerce 

Program  Name 
Facility  Finance  Authonty 

Actual 
FY02 

Actual 
FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

Operating  Revenues: 

Fee  revenue 

Administrative  Fees 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoparating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

256.489 

69,080 

824 

283,557 
48,292 

311,840 
40,092 

267,500 
71,650 

301,000 
50,000 

301,000 
50,000 

326,393 

122,677 
107,977 

331,849 

116,335 
111,622 

351,932 

153.557 
118,538 

339,150 

122,667 
133,247 

351,000 

131,974 
159,353 

351,000 

131,617 
149,810 

230.654 
95,739 

(200) 

227,957 
103,892 

272.095 
79,837 

255,914 
83,236 

291.327 
59,673 

281.427 
69,573 

(200) 
95,539 

103,892 

79,837 

83,236 

59,673 

69,573 

95,539 
2,138.827 

2,138,827 

103.892 
2,234.366 

2,234,366 

79,837 
2,338,258 

2,338.258 

83,236 
2.418.095 

2.418.095 

59.673 
2,501,331 

2.501.331 

69.573 
2.561.004 

2,561,004 

2,234,366 

2.338,258 

2.418,095 

2,501,331 

2.561.004 

2,630,577 

60  days  of 
(Total  C 

expenses 

)perating  Expenses  divided  by  6) 

38,442 

37,993 

45,349 

42.652 

48.555 

46.905 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

5.50 

0.00 

0.00 

5.50 

0.00 

0.00 

5.50 

5.50 

Personal  Services 
Operating  Expenses 
Equipment 
Local  Assistance 
Grants 

254,825 

156,973 

0 

0 

5,686,775 

(107) 

33,399 

0 

0 

(245,911) 

0 
0 
0 
0 
0 

254,718 

190,372 

0 

0 

5.440,864 

(668) 

26,476 

0 

0 

5,765 

0 
0 
0 
0 
0 

254,157 

183,449 

0 

0 

5,692,540 

508,875 

373,821 

0 

0 

11,133,404 

Total  Costs 

$6,098,573 

($212,619) 

$0 

$5,885,954 

$31^73 

$0 

$6,130,146 

$12,016,100 

Federal  Special 

6,098,573 

(212,619) 

0 

5,885,954 

31,573 

0 

6,130,146 

12,016,100 

Total  Funds 

$6,098,573 

($212,619) 

$0 

$5,885,954 

$31,573 

$0 

$6,130,146 

$12,016,100 

Program  Description 

The  Housing  Division  established  on  July  1,  1995,  consolidated  housing  programs  within  the  Department  of  Commerce 
into  one  division.  The  division  includes  the  Housing  and  Urban  Development  (HUD)  HOME  Investment  Partnerships 
program,  the  HUD  Tenant  Based  and  Project  Based  Section  8  Housing  programs,  and  the  Board  of  Housing  and  its 
programs: 

•  The  HOME  program  provides  grant  funds  to  eligible  local  government  entities  and  Community  Housing 
Development  Organizations  for  assistance  in  financing  new  construction  or  rehabilitation  of  individual  homes  or 
rental  units,  tenant  based  rental  assistance,  and  other  eligible  activities 

•  The  Section  8  Housing  programs  provide  rental  assistance  through  HUD  Section  8  authority,  on  behalf  of  low- 
income  families  and  the  elderly 

•  The  Board  of  Housing  is  a  seven-member,  quasi-judicial  board  appointed  by  the  Governor  and  administratively 
attached  to  the  Department  of  Commerce.  The  board  administers  the  Low-Income  Housing  Tax  Credit,  Multi- 
Family  Loan,  Reverse  Annuity  Mortgage,  and  Single  Family  Programs 

Program  Highlights 


Housing  Division 
Major  Budget  Highlights 


Decreases  in  the  budget  are  due  to  decreased  funding  of  federal  special 
revenue  of  $1 8 1 ,046  over  the  biennium 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
Housing  Division 

Program  Funding 

Base           %  of  Base          Budget 
FY  2004         FY  2004         FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

03300  Home  Grants 
Grand  Total 

$6,098,573            100.0%     $5,885,954 
$6,098,573            100.0%     $5,885,954 

100.0% 
100.0% 

$6,130,146 
$6,130,146 

100.0% 
100.0% 
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Most  expenses  of  this  division  are  funded  through  non-budgeted  enteq^rise  accounts,  including:  the  Board  of  Housing 
Financial  Program,  Housing  Trust  Fund,  Affordable  Housing  Revolving  Loan,  Revolving  Loan  Fund. 

HB  2  appropriations  support  the  HOME  program  by  an  annual  categorical  federal  grant  fi-om  HUD.  Grant  funds  are 
distributed  using  a  competitive  process  to  successftil  local  governments  and  Community  Housing  Development 
Organizations  with  an  allowed  amount  being  held  back  at  the  state  level  to  administer  the  program. 


comimi:m 


For  additional  information  on  these  funds,  refer  to  the  discussion  on  proprietary  rates  at  the  end  of  this 
section. 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fkcal  7006 

Fic/'ai  '?nn7 

General                State 
FTE                 Fund               Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Ser\'ices 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

9,913 

(10,590) 

(169) 

(1,133) 

9,327 

(10,565) 

(162) 

(1,403) 

Total  Statewide  Present  Law  Adjustments 

($1,979) 

($2,803) 

DP  7405  -  HD  HOME  Federal  Grants  Adjustment  HB0002 
0.00                      0 

DP  7414  -  HD  Administrative  Costs  Adjustments  HB0002 
0.00                      0 

0 

0 

(245,911) 
35,271 

(245,911) 
35,271 

0.00 
0.00 

0 
0 

0 
0 

5,765 
28,611 

5,765 
28,61 1 

Total  Other  Present  Law  Adjustments 

0.00                     SO 

$0 

($210,640) 

($210,640) 

0.00 

SO 

$0 

$34J76 

$34376 

Grand  ToUl  All  Present  Law  Adjustments 

($212,619) 

S3 1373 

DP  7405  -  HD  HOME  Federal  Grants  Adjustment  HB0002  -  The  executive  proposes  an  adjustment  in  home  grants  to 
correct  an  expenditure  coding  error  in  the  base-year  and  adjust  for  expected  HUD  grants.  The  effect  of  this  correction  in 
FY  2006  is  a  decrease  in  grants  to  local  agencies  of  $71,179,  construction  grants  of  $142,284,  and  project  administration 
grants  of  $32,448.  In  FY  2007  the  net  result  of  this  adjustment  is  a  decrease  in  grants  to  local  agencies  of  $71,179,  an 
increase  in  construction  grants  of  $109,392,  and  a  decrease  in  project  administration  grants  of  $32,448. 

HUD  recently  notified  the  Housing  Division  that  all  administration  grants  and  local  communities  grants  must  be 
recorded  as  construction  grants.  Therefore,  the  Housing  Division  has  reclassified  all  grant  expenditures  into  account 
66222  (Construction  Grants)  and  made  an  adjustment  for  the  anticipated  amount  of  Home  Grant  funding. 

DP  7414  -  HD  Administrative  Costs  Adjustments  HB0002  -  The  executive  requests  additional  federal  special  revenue 
authority  from  the  Home  Grants  for  the  following  adjustments: 

Restore  base  year  expenditures  for  overtime  of  $570  a  year 

Increase  minor  equipment  computer  hardware  by  $8,800  in  FY  2006  to  adjust  to  a  4-year  equipment  replacement 

schedule 

Increase  travel  costs  for  attendance  in  the  Application  Oriented  Design  (AOD)  software  conference  of  $1,996 

per  year 

Increase  rent  by  2  percent  a  year  due  to  annual  contract  obligations  of  $920  in  FY  2006  and  $1 ,394  in  FY  2007 

Increase  agency  indirect  charges  of  $7,000  a  year  to  support  the  services  provided  by  the  Director's 
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•  Maintenance  contracts  and  yearly  licenses  of  $18,700  in  FY  2006  and  $20,570  in  FY  2007  for  new  AOD 
software  purchased  in  FY  2004 

•  Remove  moving  expenses  from  the  base  budget  of  $3,000  a  year 


LFD 
COMMENT 


For  more  detailed  explanation  on  indirect  costs  charged  to  each  program,  and  the  basis  for  assessing 
indirect  costs,  refer  to  the  discussion  on  rates  contained  in  the  program  narrative  for  the  Director's 
Office/Management  Services  Division. 


1  LFD 

1  COMMENT 

The  Department  of  Commerce  purchased  AOD  software  at  the  end  of  FY  2004  for  the  Housing 
division  to  enable  loan  tracking  and  debt  service  collection  for  the  division. 

1 

Proprietary  Rates 

Proprietary  Program  Description 

The  Montana  Housing  Act  of  1975  created  the  Montana  Board  of  Housing.  The  board  is  an  agency  of  the  state  and 
operates  within  the  Department  of  Commerce  for  administrative  purposes.  Under  the  Housing  Act  the  board  does  not 
receive  appropriations  from  the  state's  general  fimd  and  is  completely  self-supporting.  Substantially  all  of  the  ftinds  for 
the  board's  operations  and  programs  are  provided  by  the  private  sector  through  the  sale  of  tax-exempt  bonds.  The 
powers  of  the  board  are  vested  in  a  seven-member  board,  appointed  by  the  Governor,  subject  to  the  confirmation  of  the 
State  Senate.  The  board  provides  policy  direction  to  the  agency  staff,  authorizes  bond  issues,  approves  development 
financing,  and  evaluates  board-housing  programs.  These  programs  include  the  Single  Family  Program,  Recycled  Single 
Family  Program,  Multifamily  Loan  Programs,  Low  Income  Housing  Tax  Credit  Program,  Housing  Revolving  Loan 
Fund  and  the  Reverse  Annuity  Mortgage  (RAM)  Program. 

The  Board  of  Housing  is  funded  by  four  enterprise  fimds  (accounting  entities  06030,  06031,  06078,  and  06079)  with 
revenues  derived  from  an  administrative  charge  applied  to  projects  and  mortgages  financed.  As  such,  the  legislature  does 
not  approve  rates  for  this  program.  There  are  no  direct  appropriations  provided  in  HB  2. 

There  has  not  been  any  significant  program,  service,  or  customer  base  change  since  the  last  session. 

Proprietary  Revenues  and  Expenses 

Revenue  Description 

The  Single  Family  program  earns  the  bulk  of  its  income  from  the  spread  between  the  interest  yield  on  the  Single  Family 

Mortgage  loans  and  the  yield  on  the  bonds  (1.5  percent  on  pre-1980  programs  and  1.125  percent  on  post-1980 

programs).  The  board  also  charges  a  reservation  fee  of  0.5  percent  of  the  loan  amount  reserved.  Extension  fees  of  0.25 

percent  of  the  loan  amount  and  late  fees  of  0.5  percent  of  the  loan  amount  are  also  occasionally  charged. 

The  Multifamily  program  can  earn  a  1.5  percent  spread  between  the  mortgage  yield  and  the  bond  yield.  Under  the 

Multifamily  program,  the  board  can  also  charge  a  reservation  fee  on  new  loans  of  up  to  1 .0  percent  of  the  principal 

balance. 

The  board  charges  4.5  percent  of  the  amount  of  tax  credit  reserved  for  Low  Income  Housing  Tax  Credits,  and  also 
charges  $25.00  per  unit  for  compliance  fees.  Tax  credit  fees  are  charged  to  cover  the  operating  expenses  of  the  program. 
The  board  charges  an  interest  rate  from  2.0  to  6.0  percent  on  Housing  Revolving  Loan  Account  loans. 
The  Reverse  Annuity  Mortgage  program  allows  elderly  homeowners  to  receive  monthly  payments  for  10  years  to  assist 
them  with  their  living  expenses.  The  loans  accrue  interest  at  5.0  percent. 
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Expense  Description 

Operations  for  the  next  biennium  are  anticipated  to  be  approximately  $5.6  million  for  FY  2006  and  $6  million  for  FY 
2007.  The  operations  of  the  Board  include  purchasing  mortgage  loans,  receiving  repayments  and  prepayments, 
investing  funds,  issuing  and  redeeming  bonds.  During  fiscal  year  2004,  the  Board  purchased  $153,813,245  in  mortgages 
and  received  $180  million  in  mortgage  repayments,  prepayments  and  interest.  The  Board  paid  interest  and  principal  on 
bonds  of  $193,454,965  and  issued  new  bond  proceeds  in  the  amount  of  $161,800,000.  This  was  done  with  a  staff  of  20 
FTE. 

Working  Capital  Discussion 

Each  month  the  board  receives  funds  from  the  financial  institutions  that  service  the  board's  single  family  and  multi  family 
loans.  The  funds  include  the  amount  of  principal,  interest,  less  servicing  fees  (0.375  percent,  0.125  percent  and  0.10 
percent  of  the  principal  balance)  that  are  due  on  the  board's  loans.  The  board's  trustees  collect  the  money.  Twice 
monthly,  the  board  purchases  loans  from  new  bond  proceeds,  prepayments  or  other  revenues. 

The  board  receives  tax  credit  reservations  fees  when  the  tax  credits  are  approved.  These  fees  are  deposited  with  the  state 
treasurer  and  are  used  to  cover  expenses  of  the  program.  Reservations  fees  on  the  Single  Family  and  Multifamily 
Programs  are  deposited  with  the  trustees  when  the  approved  loans  are  reserved.  They  are  deposited  in  the  program 
acquisition  account  and  are  used  to  originate  new  mortgages. 

Proprietary  Rate  Explanation 

Board  of  Housing  Rate  Explanation: 

The  Board  recovers  its  costs  from  charging  application  and  compliance  fees  for  the  Low  Income  Tax  Credit  Program  and 
from  charging  a  spread  on  our  loan  programs.  The  Board  draws  funds  for  its  budget  from  the  amounts  available  within 
the  Indenttires.  The  amount  of  the  approved  budget,  less  any  cash  on  hand,  is  withdrawn  from  the  Indenture  and  is 
allocated  among  the  various  Indentures.  Any  income  the  Board  earns  is  used  to  fund  special  programs  that  meet  the 
needs  of  Montana  families  that  are  not  being  met  by  our  regular  programs.  These  funds  are  pledged  to  the  bondholders. 

Section  8  Housing  Rate  Explanation 

Both  funds  revenues  are  derived  from  competitively  awarded  performance  based  Aimual  Contribution  Contracts  with 
HUD,  and  both  programs  are  completely  self-supporting. 

There  is  little  uncertainty  in  forecasting  major  cost  drivers  and  for  the  purposes  of  this  analysis  it  is  assumed  the  Section 
8  programs  workload  and  customer  level  will  remain  constant. 

The  federal  government  has  proposed  reductions  in  the  levels  of  funding  for  the  Housing  Choice  Vouchers  tenant  based 
program.  At  this  time  the  Department  has  appealed  the  proposed  reductions.  Should  the  reductions  be  upheld.  Housing 
Assistance  Payments  for  tenants  must  be  reduced,  either  by  reducing  the  benefit  provided  each  tenant  family,  or  by 
removing  currently  assisted  families  from  the  Housing  Choice  Vouchers  Program.  Administrative  requirements  and 
workload  remain  unchanged.  The  U.S.  Department  of  Housing  and  Urban  Development  pays  the  Housing  Assistance 
Bureau  on  a  performance  based  contract,  where  administration  is  paid  at  the  rate  of  $45.79  per  unit  under  lease  at  the 
beginning  of  each  month,  and  will  provide  $334.88  per  unit  to  cover  rent  costs  for  participating  tenants.  The  $334.88 
figure  has  been  appealed,  due  to  declining  income  of  tenant  families,  reductions  in  TANF  (counted  as  income  on  this 
program),  excessive  utility  rate  increases,  and  increases  in  the  new  HUD  fair  marker  rents,  which  control  minimum  and 
maximum  subsidy  levels  for  the  program.  This  shorts  rents  by  about  $21  per  month  per  tenant,  around  $920,000  per  year. 

The  administration  side  of  the  program  does  not  currently  make  enough  from  HUD  to  fully  fund  administrative 
operations,  so  retained  earnings,  and  interest  on  them  are  used  to  make  up  the  difference  between  needed  revenues  and 
administration  expenses  for  the  program.  It  is  anticipated  that  the  retained  earnings  will  continue  to  fiind  the  program 
indefinitely,  unless  there  are  more  negative  changes  upcoming  from  HUD.  The  retained  earnings  are  limited  to  use  for 
operation  of  the  program  by  federal  code. 
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The  Project  Based  Section  8  Contract  Administration  is  funded  through  a  performance  based  contract  with  HUD,  based 
on  a  5  year  renewable  RFP.  We  are  entering  the  fifth  year,  and  expect  HUD  to  extend  our  contract  in  futiire  years,  as  we 
have  obtained  an  outstanding  review  scoring  in  most  years  we  have  administered  the  program.  Administrative  costs  are 
paid  as  a  fixed  percent  of  the  HUD  fair  market  rent,  currently  2%,  with  a  provision  for  another  1%  awarded  for  superior 
performance,  or  1%  removed  for  failure  to  perform.  The  amounts  received  are  based  in  17  different  hicentive  Based 
Performance  Standards,  each  of  which  is  evaluated  by  HUD.  Retained  earnings  are  to  be  used  for  operations  of  this 
program.  Funding  for  rents  is  paid  by  HUD,  based  on  actual  contracts  negotiated  between  the  department  and  the  1 07 
individual  owners  of  the  projects,  set  up  on  a  procedure  dictated  by  HUD. 

Non-t>'pical  and  one  time  only  expenses,  if  any,  are  subtracted  fi-om  proposed  budgets.  The  Project  Based  Section  8 
program  is  authorized  7.00  FTE  and  the  Tenant  Based  Section  8  program  is  authorized  12.50  FTE;  for  a  total  19.50  FTE. 
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Budgeted 
FY07 

Fund                    Fund  Name                  Agency  # 

6030  BOH  Financial  Program  Fund 

6031  Housing  Trust  Fund                65010 

6078  Affordable  House  Revolving  Ln 

6079  Revolving  Loan  Fund  -  TANF 

Agency  Name 
Dept.  of  Commerce 

Program  Name 
Housing  Division  -  Board  of  Housing 

Actual 
FY02 

Actual 
FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

Operating  Revenues: 

Fee  revenue 

Administrative  Fees 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

234,504 

10.800,479 

1,189 

41,583,731 

229,895 
11.948.115 

40.852.635 

214.712 
6.189.314 

36.419,897 

220.000 
9.227,000 

37.321.725 

225,000 
10,685,000 

37.739.000 

225,000 
10,685,000 

39.099.000 

52,619,903 

689.153 

45,706.317 

53.030.645 

765.653 
44.593.030 

42,823,923 

828.467 
40.256,642 

46.768.725 

929.293 
43,339.144 

48,649,000 

918,696 
45.916,560 

50.009.000 

919,212 
47.655.353 

46.395.470 
6,224,433 

240.140 

45.358.683 
7,671,962 

239.355 

41.085.109 
1,738,814 

12,943 
238.508 

44,268,437 
2,500,288 

250.000 

46,835.256 
1,813,744 

9,800 
250,000 

48.574,565 
1,434,435 

250,000 

240.140 
6,464,573 

239.355 
7.911.317 

251.451 
1,990,265 

250.000 
2,750,288 

259,800 
2,073,544 

250,000 
1,684,435 

6.464,573 
113,050,503 

113.050.503 

7,911,317 
119,515,076 

119.515.076 

1,990.265 

127.426.393 
2.137.366 

129.563,759 

2,750,288 
131.554.024 

131.554.024 

2,073.544 
134,304,312 

134,304,312 

1,684,435 
136,377,856 

136,377.856 

119,515,076 

127,426,393 

131,554,024 

134,304,312 

136,377,856 

138,062,291 

60  days  of 
(Total  C 

expenses 

)peratin9  Expenses  divided  by  6) 

7.732.578 

7.559.781 

6,847.518 

7,378,073 

7,805,876 

8,095,761 
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Budgeted 
FY07 

1   Fund                       Fund  Name 

H   6075      HUD  Section  8  Housing  Program 

Agency  # 
65010 

Agency  Na 
Dept.  of  Com 

me 
merce 

Program  Name 
Housing  Division  •  TB  Section  8 

Operating  Revenues: 

Fee  revenue 

Administration  Fees 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperatlng  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperatlng  Revenues  (Expenses) 
Net  Nonoperatlng  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 

- 

Actual 
FY02 

Actual 
FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

- 

- 

35.246 
18.354.340 

125.000 
22.891.343 

43.000 
22.011.492 

43,000 
22,419,469 

- 

18.389.586 

528,932 
18,870,921 

23.016.343 

510.783 
21.987.248 

22.054.492 

417,185 
21,721,759 

22,462,469 

413,582 
22.836.676 

- 

• 

19,399.853 
(1,010,267) 

22.498.031 
518,312 

22,138,944 
(84,452) 

23.250.258 
(787,789) 

- 

- 

(1.010.267) 

518.312 

(84.452) 

(787,789) 

- 

- 

(1.010.267) 

2.824.448 
2,824,448 

518.312 
1.814.181 

1.814.181 

(84,452) 
2.332.493 

2.332.493 

(787,789) 
2,248,041 

2,248.041 

- 

- 

1.814,181 

2,332.493 

2,248,041 

1,460,252 

- 

- 

3.233.309 

3.749,672 

3,689.824 

3.875,043 
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Fund                       Fund  Name                      Agency  #  Agency  Name 

6074 SEC  8  Project  Based 65010 Depl.  of  Commerce 


Program  Name 
Housing  Division  -  PB  Section  8 


Operating  Revenues: 

Fee  revenue 

Administration  Fees 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Ottier  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 


Actual 
FY02 


Actual 
FY03 


Actual 
FY04 


Budgeted 
FY05 


Budgeted 
FY06 


8.678 


6,500 


10,500 


311,745 
15,374,536 


278,645 
18,969,208 


15,686,281 


342,947 


19,247.853 


198.616 


18,399.512 
(93,799) 


Budgeted 
FY07 


10,500 


16.020,550        19.439,969        18,295,213        19.986,185 


16,029,228        19,446,469        18.305,713        19,996,685 


410,922  414,253 

17,988,590        19,304,873 


19,719,126 


277,559 


342,947  198,616  (93,799)  277,559 


342,947             198,616  (93,799)  277,559 

980.042  1,178,658  1.084.859 
637.095 

637.095            980.042  1.178.658  1.084.859 


980,042  1,178,658  1,084,859  1,362,418 


2.614.380         3.207,976         3,066,585         3,286,521 
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Program  Description 

The  Board  of  Investments  invest  all  state  funds  in  the  Unified  Investment  Program,  established  under  Article  Vin, 
Section  13  of  the  Montana  Constitution.  Local  governments  may  invest  in  the  Short-Term  Investment  Pool.  The  six 
investment  pools  listed  below  and  several  individual  portfoUos  are  managed. 

1)  Retirement  Funds  Bond  Pool 

2)  Trust  Funds  Bond  Pool 

3)  Short  Term  Investment  Pool 

4)  Montana  Domestic  Stock  Pool 

5)  Montana  International  Equity  Pool 

6)  Montana  Private  Equity  Pool 

Annual  audited  financial  statements  are  prepared  for  each  investment  pool.  Investments  not  managed  in  pools  are 
included  in  an  "all  other  funds"  financial  statement.  The  In-State  Investment  Program  consists  of  Montana  residential 
mortgages  and  commercial  loans.  The  Board  also  issues  bonds  and  lends  the  proceeds  to  eligible  government  agencies 
for  a  variety  of  purposes. 

In  addition  to  our  investment  responsibilities,  one  of  the  main  goals  of  the  Board  is  to  provide  creative  solutions  to 
financial  issues  facing  new  and  expanding  businesses  in  the  state  of  Montana.  To  accomplish  this  goal,  the  Board 
administers  a  number  of  different  loan  programs  that  can  be  specifically  tailored  to  meet  an  individual  business's  or  local 
government's  needs. 

The  Board  of  Investments  is  funded  with  both  enterprise  and  internal  service  type  proprietary  funds,  and  no  direct 
appropriations  are  provided  in  HB  2. 

Board  of  Investment  responsibilities  are  mandated  primarily  in  Article  VIH,  Section  1 3  of  the  Montana  Constitution, 
Title  2,  Chapter  15,  and  Title  17,  Chapters  5  and  6,  MCA. 

Unified  Investment  Program: 

The  Board  of  Investments  manages  the  Unified  Investment  Program  mandated  by  Article  VIII,  Section  13  of  the 
Montana  Constitution.  Section  17-6-201,  created  the  Board  of  Investments,  and  gave  the  Board  sole  authority  to  invest 
state  funds.  The  Board  also  invests  local  government  funds  at  their  discretion.  The  Board  currently  manages  an 
investment  portfolio  with  a  market  value  of  $9.4  billion.  The  Board  manages  the  portfolio  under  the  "prudent  expert 
principle." 

To  provide  for  diversification  and  reduced  risk,  the  Board  manages  several  investment  pools  in  which  funds  of  similar 
types  are  invested.  The  Legislative  Auditor  audits  the  Board  annually.  The  Board  consists  of  nine  members  appointed 
by  the  Governor. 

In-State  Investments: 

Section  17-6-305,  MCA  authorizes  the  Board  to  invest  up  to  25  percent  of  the  Permanent  Coal  Tax  Trust  Fund  to  assist 
Montana's  economic  development.  The  "In-State  Investment  Program"  makes  business  loans  from  the  Trust  in 
participation  with  financial  institutions.  The  Board  lends  Trust  Fund  monies  to  local  governments  to  fund  infrastructure 
that  will  serve  job-creating  businesses  locating  in  the  government's  jurisdiction.  The  Board  also  lends  low-interest 
monies  funded  from  the  Trust  to  value-added  type  businesses  creating  jobs.  The  2003  Legislative  Session  created  an 
Intermediary  Relending  Program  also  funded  from  the  Trust,  for  the  purpose  of  lending  monies  to  local  economic 
development  organizations  with  revolving  loan  programs.  Throughout  Fiscal  Year  2004,  the  Board  also  purchased 
Montana  mortgages  with  pension  funds  as  part  of  the  In-State  Investment  Program. 
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INTERCAP  Program: 

The  Board  sells  bonds  and  lends  the  proceeds  to  eligible  governments  for  a  variety  of  projects.  Loan  terms  range  from 
one  to  ten  years,  and  short-term  loans  to  fmance  cash  flow  deficits  or  bridge  fmancing  are  also  available.  The 
INTERCAP  and  In-State  Investment  Programs  were  created  in  fiscal  year  1984  as  part  of  the  "Build  Montana"  program. 

Mission 

To  prudently  invest  all  individual  funds  in  the  best  interest  of  each  fund  by  diversifying  holdings,  maximizing  return,  and 

minimizing  risk. 

To  prudently  invest  25  percent  of  the  Permanent  Coal  Tax  Trust  in  Montana  businesses  by  participating  in  loans  with 

financial  institutions  under  the  In-State  Investment  Program. 

To  make  low  cost  fmancing  available  to  eligible  governmental  units  by  issuing  tax-exempt  bonds  and  lending  the 

proceeds  to  governments  under  the  INTERCAP  Program. 

Goals  and  Objectives 

Meet  or  exceed  all  investment  benchmarks  established  by  the  Board  for  each  asset  class. 

Increase  Permanent  Coal  Tax  Trust  investments  in  Montana  business  to  at  least  25  percent  of  the  total  Trust  as 

authorized  by  law. 

Increase  Infrastructure  Loans  from  the  Coal  Tax  Trust  to  the  maximum  $50.0  million  authorized  by  law. 

Increase  Value-Added  Loans  from  the  Coal  Tax  Trust  to  the  maximum  $50.0  million  authorized  by  law. 

Increase  Intermediary  Relending  Program  loans  from  the  Coal  Tax  Trust  to  the  maximum  $5.0  million  authorized  by 

law. 

Proprietary  Rates 

Proprietary  Program  Description 

The  Board  of  Investments  invests  all  state  fimds  in  the  Unified  Investment  Program,  established  under  Article  Vin, 
Section  13  of  the  Montana  Constitution.  Local  governments  may  invest  in  the  Short-Term  Investment  Pool.  The  six 
investment  pools  are  Retirement  Funds  Bond  Pool,  Trust  Funds  Bond  Pool,  Short  Term  Investment  Pool,  Montana 
Domestic  Stock  Pool,  Montana  International  Equity  Pool,  and  Montana  Private  Equity  Pool. 

Funding 

The  Board  of  Investments  is  funded  with  both  enterprise  and  internal  service  type  proprietary  fimds. 

Proprietary  Revenues  and  Expenses 

Revenue  Description: 

Nearly  all  Bond  Program  revenues  (accounting  entity  06014,  an  enterprise  fund)  are  generated  by  the  difference  between 
interest  rates  on  bonds  sold  and  the  interest  rate  charged  on  loans  to  borrowers.  Since  these  revenues  are  only  received 
from  the  trustee  on  an  aimual  basis,  a  270-day  fund  balance  is  required  to  provide  adequate  fianding  for  the  Bond 
Program  between  draws.  Remaining  revenues  are  received  monthly  from  the  boards  contract  with  the  Montana  Facility 
Finance  Authority. 

Nearly  all  Investment  Program  revenues  (accounting  entity  06527,  an  internal  service  fund)  are  generated  from  charges 
to  each  account  that  the  board  invests.  The  revenue  objective  of  the  Investment  Program  is  to  fairly  assess  the  costs  of 
operations  while  maintaining  a  reasonable  and  prudent  60-day  working  capital  reserve. 

Expense  Description: 

The  major  cost  drivers  within  the  Board  of  Investments  are  personal  services,  operating  expenses,  and  expenditures 
related  to  the  periodic  replacement  of  computer  equipment.  Additionally,  over  $2.5  million  was  disbursed  from 
accounting  entity  06014  in  FY  2004  via  a  statutory  appropriation  for  debt  service  requirements  related  to  the  state's 
bonding  activity. 
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There  is  little  uncertainty  in  forecasting  major  cost  drivers  and  for  the  purposes  of  this  analysis  it  is  assumed  the 
division's  workload  and  customer  levels  will  remain  constant,  although  investment  portfolios  will  continue  to  grow  in 
size. 

Non-typical  and  one  time  only  expenses,  if  any,  are  subtracted  from  proposed  budgets.  The  Board  of  Investments  is 
authorized  34.00  FTE  (31.00  funded  from  accounting  entity  06527,  and  3.00  funded  from  accounting  entity  06014)  and 
personal  services  expenditures  include  board  member  per  diem. 

Working  Capital  Discussion: 

Revenues  for  accounting  entity  06014  are  typically  received  on  an  annual  basis,  so  a  270-day  fund  balance  is  required  to 
provide  adequate  funding  for  the  Bond  Program  between  draws. 

Revenues  for  accounting  entity  06527  are  assessed  on  a  monthly  basis;  since  collections  lag  by  at  least  one  month  the 
board  must  maintain  a  nominal  working  capital  reserve  to  meet  ongoing  operational  expenses. 

Fund  Equity  and  Reserved  Fund  Balance: 

At  the  proposed  rates,  the  department  projects  a  fiscal  year  end  2007  ending  unreserved  fund  balance  of  approximately 
$338,691. 

Proprietary  Rate  Explanation 

The  Board  of  Investments  recovers  its  costs  from  the  entities  that  use  its  services.  Typically,  this  has  been  done  by 
requesting  a  maximum  level  of  expenditures  similar  to  what  occurs  in  HB  2  and  setting  the  fee  at  that  level. 

Proprietary  Significant  Present  Law 

The  only  present  law  adjustment  for  accounting  entity  06527  is  for  administrative  costs  for  overtime,  fixed  costs,  and 
rent. 


1  I.I  1) 
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For  more  detailed  explanation  on  indirect  costs  charged  to  each  program,  and  the  basis  for  assessing 
indirect  costs,  refer  to  the  discussion  on  rates  contained  in  the  program  narrative  for  the  Director's 

Office/Management  Services  Division. 
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2007  Biennium  Report  on 

Internal  Service  and  Enterprise  Funds  2007 

Budgeted 
FY07 

Fund                  Fund  Name 
6527             investment  Division 

Agency  # 
65010 

Agency  Name 
Dept.  of  Commerce 

Program  Name 
Board  of  investments 

Actual 
FY02 

Actual 
FY03 

Actual          Budgeted 
FY04                FY05 

Budgeted 
FY06 

Operating  Revenues: 

Fee  revenue 

Administrative  Fees 
investment  Earnings 
Securities  Lending  income 
Premiums 
Otiier  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  income  (Loss) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  in  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

2,901.292 

2.846,424 

2.958.910        2,963,000 

3,203.219 

3,128,734 

2,901.292 

1.842.922 
840.639 

2.846.424 

1 .909.934 
736.510 

2.958.910        2.963.000 

2.024.742        2.134.889 
822.509        1.263.127 

3,203.219 

2,109,190 
1.094,029 

3.128.734 

2.016.096 
1.112.638 

2,683.561 
217,731 

(355) 

2.646.444 
199,980 

(4,777) 

2.847.251         3.398.016 
111,659          (435,016) 

3.203,219 

3,128.734 

(355) 
217.376 

(4.777) 
195,203 

297.266 

111,659          (435,016) 

- 

- 

217.376 
(66.095) 

18.298 

(47.797) 

492.469 
169.579 

169.579 

111.659          (435,016) 
662.048           773.707 

662.048            773.707 

338.691 
338.691 

338,691 
338,691 

169,579 

662,048 

773,707           338,691 

338,691 

338,691 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 

447.260 

441.074 

474.542            566.336 

533.870 

521,456 
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2007  Biennium  Report  on 

Internal  Service  and  Enterprise  Funds  2007 

Budgeted 
FY07 

Fund                   Fund  Name                  Agency  # 
6014      Industrial  Revenue  Bond  1-95       65010 

Agency  Name 
Dept.  of  Commerce 

Program  Name 
Board  of  Investments 

Actual 
FY02 

Actual 
FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

Operating  Revenues: 

Fee  revenue 

Fee  Revenues 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

12,992 
575,823 

135 

2.892,571 

20.403 
339.106 

2,595,717 

7,939 
82.642 

2,161,416 

13.000 
575.000 

2,656,403 

13,000 
468,000 

3,496.120 

13,000 
457,000 

3,575,495 

3,481,521 

172.187 
3,079,292 

2,955,226 

198,973 
2.227,383 

2.251.997 

186.075 
2.010.490 

3,244.403 

133.457 
3.123.946 

3,977.120 

251,135 
3,825,988 

4,045,495 

242,859 

3.796.131 

3.251,479 
230,042 

2,426.356 
528,870 

2,196,565 
55,432 

3.257.403 
(13,000) 

4.077,123 
(100,003) 

4,038.990 
6,505 

230.042 

528.870 
(297,266) 

55,432 

(13.000) 

(100.003) 

6,505 

230,042 

4,489,997 

23.478 
4.513.475 

231,604 
4,743,517 

4,743,517 

55,432 
4.975,121 

4,975,121 

(13.000) 
5.030,553 

5,030,553 

(100,003) 
5,017,553 

5,017.553 

6.505 
4.917.550 

4.917.550 

4,743,517 

4,975,121 

5,030,553 

5,017,553 

4,917,550 

4,924,055 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 

541.913 

404,393 

366,094 

542,901 

679,521 

673.165 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

2.00 

(2.00) 

0.00 

0.00 

(2.00) 

0.00 

0.00 

0.00 

Personal  Services 

Operating  Expenses 

Equipment 

Local  Assistance 

Grants 

Benefits  &  Claims 

84,702 

94,935 

0 

0 

0 

210,496 

(84,702) 

(94,935) 

0 

0 

0 

264,504 

0 
0 
0 
0 
0 
0 

0 
0 
0 
0 

0 
475,000 

(84,702) 

(94,935) 

0 

0 

0 

264,504 

0 
0 
0 
0 
0 
0 

0 
0 
0 
0 

0 
475,000 

0 
0 
0 
0 
0 
950,000 

Total  Costs 

$390,133 

$84367 

$0 

$475,000 

$84,867 

$0 

$475,000 

$950,000 

Federal  Special 

390,133 

84,867 

0 

475,000 

84,867 

0 

475,000 

950,000 

Total  Funds 

$390,133 

$84,867 

$0 

$475,000 

$84,867 

$0 

$475,000 

$950,000 

Program  Description 

The  Director's  Office/Management  Services  Division  consists  of  three  programs: 

•  The  Director's  Office  assists  the  department  with  executive,  administrative,  legal,  and  policy  guidance.  This 
office  acts  as  the  liaison  among  private  business,  local  governments,  administratively  attached  boards,  public  and 
private  interest  groups,  the  legislature,  Indian  tribes,  individuals,  and  the  Governor's  office  in  the  effort  to 
improve  and  stabilize  the  economic  climate  in  Montana 

•  The  Management  Services  Division  provides  internal  support  to  all  agency  divisions,  bureaus,  and  programs. 
Services  provided  by  the  Management  Services  Division  include  accounting,  budgeting,  fiscal  management, 
contracting,  purchasing,  information  technology,  human  resources,  payroll,  benefits,  and  training 

•  The  Montana  Council  on  Developmental  Disabilities  is  to  provide  planning  that  assist  Montanans  with 
disabilities  to  live,  work  and  participate  in  their  communities 

Program  Highlights 


Director/Management  Services 
Major  Budget  Highlights 


Budget  increases  are  primarily  due  to  the  following: 

•     The    Developmental    Disabilities    Planning    and    Advisory 
Council  reorganization 
An  increase  in  statewide  personal  services 


Program  Narrative 

The  2003  legislative  session  transferred  the  Developmental  Disabilities  Planning  and  Advisory  Council  (DDF AC)  from 
the  Department  of  Public  Health  and  Human  Services  to  the  Department  of  Commerce,  through  HE  734.  The  legislature 
added  2.0  FTE  and  $830,000  of  federal  special  revenue  authority  over  the  2005  biennium  for  implementation  of  HE  734 
with  the  condition  the  department  would  be  able  to  contract  with  a  nonprofit  corporation  for  the  intended  purposes  of 
carrying  out  the  tasks  delegated  to  the  DDPAC. 

In  FY  2005  the  department  entered  into  a  contract  with  the  Montana  Council  on  Developmental  Disabilities  (MCDD)  as 
a  nonprofit  corporation  to  carry  out  the  responsibilities  of  DDPAC.  DDPAC  still  remains  administratively  attached  to  the 
Department  of  Commerce,  with  the  department  acting  as  a  go-between  for  disbursing  (pass  through)  federal  funds  to  the 
newly  created  nonprofit  under  the  terms  and  conditions  of  the  contract. 
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The  DDPAC  is  the  only  program  within  the  Director's/Management  Services  Division  funded  in  HB  2.  All  program 
costs  associated  with  this  function  are  shown  above  in  the  table  proposed  by  the  Governor.  The  remainder  of  the 
division  is  funded  with  a  non-budgeted  proprietary  account  described  in  the  next  section. 

Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
Director/Management  Services 

Program  Funding 

Base           %  of  Base         Budget 
FY  2004          FY  2004          FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

03441  Ddpac  -  Dev  Disabled  Council 
Grand  Total 

$     390.133            100.0%     $    475.000 
$     390,133            100.0%     $    475,000 

100.0% 
100.0% 

$    475.000 
$     475,000 

100.0% 
100.0% 

The  Montana  Council  on  Developmental  Disabilities  is  entirely  funded  with  federal  special  revenues.  The  Director's 
Office/Management  Services  Division  is  funded  by  an  internal  service  proprietary  fund  from  indirect  costs  charged  to  all 
agency  programs. 
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For  a  more  detailed  explanation  on  indirect  costs  charged  to  each  program,  and  the  basis  for 
assessing  indirect  costs,  refer  to  the  discussion  on  rates  contained  in  the  program  narrative  at  the  end 
of  this  program. 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustinents 

Finical  200fi    -    

General                Slate 
FTE                  Fund                Special 

Federal 
Special 

Total 
Funds 

FTE 

General 

Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 

21,896 
(4,264) 

21,599 
(4,252) 

Total  Sutewidt  Present  Law  Adjustments 

$17,632 

$17,347 

DP  8115  -  MSD  Administrative  Costs/DDPAC  Realignment  HB0002 
(2.00)                        0                        0 

67,235 

67,235 

(2.00) 

0 

0 

67,520 

67,520 

Total  Other  Present  Law  Adjustments 

(2.00)                      $0                      $0 

$67,235 

$67,235 

(2.00) 

$0 

$0 

$67320 

$67,520 

Grand  Total  All  Present  Law  Adjustments 

$84,867 

$84,867 
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DP  8115  -  MSP  Administrative  Costs/DPP  AC  Realignment  HB0002  -  The  executi\e  proposes  to  reorganize  and  re- 
align the  operating  plans  for  PPPAC  and  requests  additional  federal  special  revenue  authority  for  the  following 
adjustments: 

•  Eliminate  2.0  FTE  from  the  PPPAC  program  of  $1 02,000  a  year  and  reclassify  these  personal  services  costs  into 
a  grants  expenditure  account 

•  Reclassify  all  operating  costs  of  $94,935  into  a  grants  expenditure  account 

•  Increase  benefits  and  claims  of  $67,000  a  year 


IJI> 
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For  additional  information  on  the  realignment  for  PPPAC  refer  to  the  program  narrative  at  the 
begiiming  of  this  section. 


Proprietary  Rates 

Proprietary  Program  Description 

The  Pirector's  Office  assists  the  department  with  executive,  administrative,  legal,  and  policy  guidance.  This  office  acts 
as  the  liaison  among  private  business,  local  governments,  administratively  attached  boards,  public  and  private  interest 
groups,  the  legislature,  Indian  tribes,  individuals,  and  the  Governor's  office  in  the  effort  to  improve  and  stabilize  the 
economic  climate  in  Montana. 

The  Management  Services  Pivision  provides  internal  support  to  all  agency  divisions,  bureaus,  and  programs.  Services 
provided  by  the  Management  Services  Pivision  include  accounting,  budgeting,  fiscal  management,  contracting, 
purchasing,  information  technology,  human  resources,  payroll,  benefits,  and  training. 

Proprietary  Revenues  and  Expenses 

Revenue  Description 

The  Pirector's  Office/Management  Services  Pivision  are  funded  by  revenues  from  charges  allocated  to  all  divisions, 
bureaus,  and  programs  supported  by  the  division's  indirect  cost  plan.  Indirect  costs  are  allocated  to  supported  programs 
based  upon  federally  and  legislatively  approved  indirect  cost  rates  applied  to  actual  personal  services  expenditures. 

The  revenue  objective  of  the  Pirector's  Office/Management  Services  Pivision  is  to  maintain  the  lowest  possible  indirect 
charge  to  supported  divisions,  bureaus,  and  programs,  while  maintaining  a  nominal  working  capital  reserve.  The 
department  has  historically  used  this  methodology  in  calculating  indirect  rates  because  the  federal  government  requires 
the  same  methodology  to  be  used  when  charging  indirect  costs  to  federally  funded  programs. 

Expense  Description 

The  major  cost  drivers  within  the  Pirector's  Office/Management  Services  Pivision  are  personal  services,  operating 
expenses,  and  expenditures  related  to  the  periodic  replacement  of  the  agencies  computer  equipment. 

Non-typical  and  one-time-only  expenses  are  subtracted  out  of  the  divisions  future  cost  projections  before  calculating  the 
indirect  rate.  The  proposed  indirect  cost  rate  will  fund  16.50  FTE  in  the  2007  biennium  the  same  number  as  the  2005 
biennium. 

Factors  that  contribute  to  uncertainty  in  forecasting  expenses  involve  potential  legislative  actions,  since  the  cost  of 
providing  centralized  support  services  is  directly  related  to  the  number  and  complexity  of  the  agencies  divisions, 
bureaus,  and  programs;  and  the  nimiber  of  agency  staff  served.  As  agency  services  and  programs  increase,  or  decrease 
management  needs  to  remain  aware  of  divisions  staffing  requirements  and  indirect  cost  rates  and  make  the  necessary 
adjustments  when  needed. 
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Working  Capital  Discussion 

The  division's  indirect  cost  rate  is  calculated  by  dividing  projected  annual  expenses,  plus  a  nominal  working  capital 
reserve,  by  the  projected  actual  personal  services  expenses  of  supported  divisions,  bureaus,  and  programs.  Federally 
funded  programs  are  allocated  indirect  costs  via  a  federally  approved  indirect  cost  rate,  while  state  funded  programs  are 
allocated  indirect  costs  via  a  legislatively  approved  indirect  cost  rate. 

The  division's  working  capital  objective  is  to  recover  the  costs  necessary  to  fund  the  division's  ongoing  operations. 
Since  indirect  cost  collections  lag  by  at  least  one  month  the  division  needs  to  maintain  a  nominal  60-day  working  capital 
reserve  to  meet  operating  costs. 

Fund  Equity  and  Reserved  Fund  Balance 

At  the  proposed  rates,  the  department  projects  a  fiscal  year  end  2007  ending  unreserved  fund  balance  of  $194,276,  or 
approximately  a  60  day  working  capital  reserve. 

Proprietary  Rate  Explanation 

The  division  negotiates  an  aimual  rate  with  HUD.  The  approved  rate  is  a  fixed  rate  for  federally  funded  programs.  This 
rate  is  then  applied  against  actual  personal  services  expenditures  within  the  department,  not  including  the  Director's 
Office/  Management  Services  Division. 

The  rate  negotiated  with  HUD  requires  that  a  carry-forward  amount  be  built  into  the  rate.  This  carry-forward  amount 
represents  the  amount  the  division  under-recovered  or  over-recovered  in  a  given  fiscal  year.  This  computation  compares 
what  was  originally  negotiated  to  what  actually  occurred.  The  difference  is  then  carried  forward  into  the  following 
year's  rate. 

The  division's  indirect  cost  rate  is  determined  based  on  guidelines  prescribed  by  the  federal  government.  Additionally, 
the  division  complies  with  17-3-111,  MCA,  which  requires  agencies  to  negotiate  a  rate  that  would  recover  indirect  costs 
to  the  greatest  extent  possible.  In  order  to  comply  with  this  statute,  the  division  has  requested  a  rate  that  may  vary 
slightly  fi-om  the  rate  actually  negotiated  with  HUD.  The  rate  approved  by  the  legislature  is  considered  a  cap;  therefore, 
the  division  cannot  negotiate  for  a  rate  higher  than  what  has  been  approved  by  the  legislature.  However,  the  rate 
negotiated  with  HUD  may  be  slightly  lower. 
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2007  Biennium  Report  on  Internal  Service  and  Enterprise  Funds  2007 

Budgeted 
FY07 

Fund                      Fund  Name                     Agency  #               Agency  Name 
6542      Commerce  Centralized  Services       65010              Dept.  of  Commerce 

Program  Name 
Director/Management  Services 

Actual              Actual 
FY02                  FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

Operating  Revenues: 

Fee  revenue 

Administrative  Fees 

Investment  Earnings 
Securities  Lending  Income 
Premiums 
Otiier  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

807,531               866,051 

896,437 
57,278 

1.009,455 
25,000 

1.142,933 
25.000 

1,138,337 
25,000 

807,531               866,051 

773,305               830,518 
201,972                164,399 

953.715 

859,583 
206,479 

1.034,455 

936,005 
207,475 

1.167.933 

968.802 
195.266 

1,163,337 

970,067 
193,433 

975,277               994,917 
(167,746)             (128.866) 

(3,350)                 (4,768) 
236,799              265,457 

1,066,062 
(112,347) 

1,143,480 
(109.025) 

1.164.068 
3.865 

1,163,500 
(163) 

233,449              260,689 
65,703               131,823 

(18,363) 

(112,347) 

(109,025) 

3.865 

(163) 

47,340                131.823 

215,665               280,123 
(48,453)                    300 
65,571 
232,783               280,423 

(112,347) 

412,246 
(300) 

411,946 

(109.025) 
299.599 

299.599 

3.865 
190.574 

190.574 

(163) 
194,439 

194,439 

280,123               412,246 

299,599 

190,574 

194.439 

194,276 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 

162.546               165,820 

177,677 

190.580 

194,011 

193.917 
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Director/management  Services 


CORRECTIONS 

AND 
PUBLIC  SAFETY 

Section  D 


JOINT  SUBCOMMITTEES  OF  HOUSE  APPROPRIATIONS 
AND  SENATE  FINANCE  COMMITTEES 


-Agencies- 


Crime  Control  Division  Corrections 

Justice  Labor  and  Industry 

Public  Service  Regulation  Military  Atfairs 


-Committee  Members- 


House*  Senate 

Representative  Gary  Matthews  Senator  Keith  Bales 

Representati\  e  Jon  Sesso  Senator  Steve  Gallus 

Representative  John  Witt  Senator  Trudi  Schmidt 


-Fiscal  Division  Staff- 


Harry  Freeboum 
Shane  Sierer 


*Ai  press  time,  an  election  challenge  with  potential  impact  on  committee  structure  is  still  unresolved. 


Crime  Control  Division 


01-Justice  System  Support  Service 


Agency  Proposed  Budget 

The  following  table  summarizes  the  total  executive  budget  proposal  for  the  agency  by  year,  type  of  expenditure,  and 
source  of  funding. 


Agency  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

19.00 

0.00 

2.00 

21,00 

0.00 

2.00 

21.00 

21.00 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 

817,872 

482,394 

15,766 

9,203,830 

109,114 

25,734 

0 

0 

99.512 

59,098 

0 

4,596,762 

1,026,498 

567,226 

15,766 

13,800,592 

108,994 

23,101 

0 

0 

99,238 

57,435 

0 

4,598,562 

1.026.104 

562,930 

15,766 

13,802,392 

2,052,602 

1,130,156 

31,532 

27,602,984 

Total  Costs 

$10^19362 

$134,848 

$4.755372 

$15,410,082 

$132,095 

$4,755,235 

$15,407,192 

$30317,274 

General  Fund 
Federal  Special 

1,623,752 
8.896.110 

96,420 
38,428 

0 
4,755,372 

1,720,172 
13,689,910 

93,673 
38,422 

0 
4,755.235 

1,717,425 
13,689,767 

3,437,597 
27,379,677 

Total  Funds 

$10,519,862 

$134,848 

$4,755372 

$15,410,082 

$132,095 

$4,755,235 

$15,407,192 

$30,817,274 

Agency  Description 

The  Montana  Board  of  Crime  Control  (MBCC)  Division  was  established  to  promote  public  safety  by  strengthening  the 
coordination  and  performance  of  the  criminal  and  juvenile  justice  systems.  The  MBCC  is  an  18-member  board  appointed 
by  the  Governor.  The  MBCC  supervises  the  Crime  Control  Division  (CCD),  which  provides  financial  support,  technical 
assistance,  and  support  services  to  state  and  local  criminal  justice  agencies.  The  CCD  administers  federal  anti-drug  and 
anti-crime  grants,  certifies  peace  officers  and  others  in  the  criminal  justice  system,  and  provides  funding  for  juvenile 
justice  programs.  In  addition,  CCD  collects  and  analyzes  crime  data  from  Montana's  law  enforcement  agencies  and 
publishes  the  annual  "Crime  in  Montana"  report.  MBCC  is  estabHshed  in  law  by  2-15-2006,  MCA. 

The  MBCC  has  two  advisory  councils:  the  Peace  Officers  Standards  and  Training  Council  (POST)  and  the  Youth  Justice 
Council  (YJC).  POST  provides  training,  certification  and  other  services  to  law  enforcement  officers  and  other  public 
safety  personnel.  POST  provides  assistance  and  advice  to  law  enforcement  agencies,  training  academies,  local  county 
and  city  governments,  and  state  agencies.  POST  also  administers  the  contracts  with  the  Regional  Juvenile  Detention 
Grant  Program.  YJC  develops  and  implements  the  state's  juvenile  justice  plan,  recommends  effective  educational, 
training,  research,  prevention,  diversion,  treatment  and  rehabilitation  programs.  YJC  also  reviews  and  approves  grant- 
fimding  proposals  under  the  Juvenile  Justice  and  Delinquency  Act.  The  MBCC  has  two  task  forces:  the  Crime  Reporting 
and  Technology  Task  Force  and  the  Drug  Strategy  Task  Force. 


Agency  Highlights 


Crime  Control  Division 
Major  Budget  Highlights 


The  increase  in  total  funding  of  almost  $9.8  million  is  due  primarily  to: 

•  An  additional  2.0  FTE  -  1 .0  FTE  for  a  drug  court  coordination 
and  1 .0  FTE  to  administer  homeland  security  programs 

•  An  increase  of  $9.3  million  for  homeland  security  projects 
The  increase  in  general  fund  is  due  primarily  to  statewide  adjustments 


Major  LFD  Issues 


None 
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Funding 

The  following  table  summarizes  funding  for  the  agency,  by  program  and  source  for  the  base  year  and  for  the  2007 
bienniiun  as  recommended  by  the  Governor. 


Program  Funding 

Table 

Justice 

System  Support  Service 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$    1,623,752 

15.4% 

$     1,720,172 

11.2% 

$     1,717,425 

11.1% 

03008  Juvenile  Justice  Council 

718,826 

6.8% 

718,996 

4.7% 

718,990 

4.7% 

03009  Juvenile  Accountability 

924,021 

8.8% 

924,021 

6.0% 

924,021 

6.0% 

03 1 92  Crime  Victim  Assistance 

1,510.370 

14.4% 

1,510,370 

9.8% 

1,510,370 

9.8% 

03200  Drug  Education  Assistance 

458,408 

4.4% 

458,408 

3.0% 

458,408 

3.0% 

03201  Justice  System  Enhancements 

460,255 

4.4% 

460,255 

3.0% 

460,255 

3.0% 

03343  Criminal  History  Record  Improv 

703,112 

6.7% 

703,112 

4.6% 

703,112 

4.6% 

03344  Violence  Against  Women  Act 

898,285 

8.5% 

936,543 

6.1% 

936,543 

6.1% 

03414  Drug  Enforcement  Assistance 

2,649,446 

25.2% 

2.649,446 

17.2% 

2,649,446 

17.2% 

03792  Drug  Court  Plng/Admm 

- 

- 

100,000 

0.6% 

100,000 

0.6% 

03793  Homeland  Security  -  Letp 

- 

- 

4,655,372 

30.2% 

4,655,235 

30.2% 

03962  Enf.  Underage  Drinking  Laws 

359,866 

3.4% 

359,866 

2.3% 

359,866 

2.3% 

03963  Local  Law  Enforcement  Assist 

213.521 

2.0% 

213,521 

1.4% 

213.521 

1.4% 

Grand  Total 

$  10,519,862 

100.0% 

$   15,410,082 

100.0% 

$   15,407,192 

100.0% 

•  General  fund  is  used  to  support: 

•  Youth  Detention  Services  Grant  Program 

•  Operation  of  the  Peace  Officer  Standards  and  Training  Program  (POST) 

•  Montana  Uniform  Crime  Reporting  System 

•  General  agency  administration 

•  Technical  assistance  to  local  law  enforcement 

•  State  matching  funds  for  the  administration  of  the  Juvenile  Justice,  Juvenile  Accountability,  Title  V  Juvenile 
Drug  Enforcement,  Stop  Violence  Against  Women,  Residential  Substance  Abuse  Treatment,  and  Criminal 
History  Record  Improvement  federal  grant  programs 

General  fimd  match  is  required  for  administrative  costs  and  varies  as  follows: 

•  1 0  percent  for  the  Juvenile  Accountability  grants 

•  25  percent  for  the  Drug  Enforcement  grant 

•  50  percent  for  Juvenile  Planning 

•  25  percent  for  Violence  Against  Women 

•  33.33  percent  for  Title  V  Juvenile  Drug  Enforcement 

•  10  percent  for  Criminal  History  Record  Improvement 

•  25  percent  for  Residential  Substance  Abuse  Treatment 

Federal  funds  are  primarily  used  for  pass-through  grant  programs.  However,  federal  funding  is  also  used  for 
administration  of  the  Juvenile  Justice,  Juvenile  Accountability,  Drug  Education,  Victim  assistance,  Stop  Violence 
Against  Women,  Enforce  Underage  Drinking  Laws,  Computer  Crime  Unit,  Substance  Abuse  Treatment,  and  Drug 
Enforcement  federal  grant  programs. 


LFD 
COMMENT 


Juvenile  Detention  Centers  -  these  fimds  are  provided  to  5  regional  juvenile  detention  centers  located 
throughout  Montana.  The  detention  centers  use  these  fionds  to  provide  separate  facilities  to  hold  post- 
adjudicated  juvenile  offenders  away  from  adult  offenders.  The  general  fund  amoimt  is  $904,624,  which 

is  less  than  30  percent  of  the  total  cost  to  run  the  centers.  This  is  a  state  mandated  program  and  is  funded  with  general 

fimd. 
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Pass  Through  Grants  &  Benefits 

The  following  figure  shows  the  actual  pass-through  grants  and  benefits  for  FY  2004  and  the  estimated  grants  and 
benefits  for  the  2007  biennium. 


Figure  1 

Pass  Through  Grants  &  Benefits  for  the  2007  Biennium 

FY  2006 

FY  2007 

FY  2004  Acmals 

Requested 

Requested 

General  Fund 

Juvenile  Detention  Centers 

$904,560 

$904,560 

$904,560 

Subtotal  -  General  Fund 

904,560 

904,560 

904,560 

Federal  Fund 

Homeland  Security  -  LETP 

- 

4,596,762 

4,598,562 

Drug  Free  Schools 

444,756 

444,756 

444,756 

Victim  Assistance 

1,433,679 

1,433,679 

1,433,679 

Juvenile  Delinquency  Prevention 

- 

- 

Criminal  History  Records  Improvement 

703,112 

703,112 

703,112 

Violence  Against  Women 

851,243 

851,243 

851,243 

Drug  Enforcement 

2,465,480 

2,465,480 

2,465,480 

Juvenile  Justice 

619,262 

619,262 

619,262 

Substance  Abuse  Treatment 

416,399 

416,399 

416,399 

L^w  Enforcement  Assistance 

213,521 

213,521 

213,521 

Juvenile  Accountability  Incentive 

809,818 

809,818 

809,818 

Enforce  Underage  Drinking  Laws 

342,000 

342,000 

342,000 

Subtotal  -  Federal  Fund 

$8,299,270 

$12,896,032 

$12,897,832 

Total  Grants  &  Benefits 

$9,203,830 

$13,800,592 

$13,802,392 

Biennium  Budget  Comparison 

The  following  table  compares  the  executive  budget  request  in  the  2007  biennium  with  the  2005  biennium  by  type  of 
expenditure  and  source  of  ftinding.  The  2005  biennium  consists  of  actual  FY  2004  expenditures  and  FY  2005 
appropriations. 


Biennium  Budget  Comparison 

Present 

New 

Total 

Present 

New 

Total 

Total 

Kilal 

Budget  Item 

Law 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Law 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Biennium 
Fiscal  04-05 

Exec.  Budget 
Fiscal  06-07 

FTE 

19.00 

2.00 

21.00 

19.00 

2.00 

21.00 

19.00 

:i.oo 

Personal  Services 
Operaling  Expenses 
Equipment 
Grants 

926,986 

508,128 

15,766 

9,203,830 

99,512 

59,098 

0 

4,596.762 

1,026,498 

567,226 

15,766 

13,800,592 

926,866 

505,495 

15,766 

9,203.830 

99,238 

57,435 

0 

4,598,562 

1,026,104 

562,930 

15,766 

13,802,392 

1,715,108 

1,023.768 

22.782 

24.821,375 

2.052.602 

1.130,156 

31,532 

27,602,984 

Total  Costs 

$10,654,710 

$4,755,372 

$15,410,082 

$10,651,957 

K755,235 

$15,407,192 

$27,583,033 

$30,817,274 

General  Fund 
Federal  Special 

1,720,172 
8.934,538 

0 
4,755.372 

1,720,172 
13.689,910 

1,717,425 
8,934,532 

0 
4,755,235 

1,717,425 
13,689.767 

3,274,487 
24,308,546 

3,437,597 
27,379,677 

Total  Funds 

$10,654,710 

$4,755,372 

$15,410,082 

$10,651,957 

$4,755,235 

$15,407,192 

$27,583,033 

$30,817,274 

I 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Present  Law  Adjustments 

Fisf'  '"^"'■ 

Fisral  9007    -    - 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 
Inflation/Deflation 
Fixed  Costs 

109,114 
(1.337) 
14,811 

108,994 
(1,287) 
15,060 

Total  Statewide  Present  Law  Adjustments 

$122,588 

$122,767 

DP  1  -  POST  Revocation  Hearings 

0.00               12,260 

0 

0 

12,260 

0.00 

9,328 

0 

0 

9,328 

Total  Other  Present  Law  Adjustments 

0.00             $12,260 

SO 

$0 

$12,260 

0.00 

$9328 

$0 

$0 

$9328 

Grand  Total  All  Present  Law  Adjustments 

$134,848 

$132,095 

Statewide  present  law  adjustments  consist  of: 

1)  The  increase  in  personal  service  costs  of  $109,1 14  in  FY  2006  and  $108,994  in  FY  2007  is  mostly  due  to  about 
$190,100  in  pay  and  benefits  for  positions  that  were  vacant  during  part  of  the  base  year  but  ftilly  funded  in  the 
budget,  and  about  $28,000  for  the  25  cent  pay  increase  and  benefit  adjustment  for  the  staff  members,  approved 
by  the  2003  Legislature. 

2)  Fixed  cost  increases  are  primarily  for  SABHRS  storage  costs 

Other  Present  law  adjustments  consist  of: 

DP  1  -  POST  Revocation  Hearings  -  The  executive  requests  $12,260  in  FY  2006  and  $9,328  in  FY  2007  in  general  fund 
to  pay  the  state's  Legal  Service  Division  of  the  Department  of  Justice  (DOJ)  for  legal  services.  Legal  services  are 
required  to  defend  the  department  in  lawsuits  that  arise  due  to  the  department's  decertification  of  peace  officers. 
Certification  and  decertification  of  peace  officers  is  a  function  of  the  state.  Occasionally  the  MBCC  is  sued  when  it 
decertifies  a  peace  officer  for  violations  of  state  policy. 


LFD 
COMMiiNT 


Beginning  in  1 993  the  Montana  Board  of  Crime  Control  (MBCC)  was  statutorily  authorized  in  44-4- 
301(2)(b),  MCA  to  develop  procedures  for  revoking  or  suspending  the  certification  of  peace  officers, 
detention  officers,  detention  center  administrators,  public  safety  communications  officers,  probation 
and  parole  officers,  corrections  officers,  and  commercial  vehicle  inspectors.  Section  7-32-303(8),  MCA  makes  it  a 
misdemeanor  offense  to  act  in  those  capacities  after  a  certificate  has  been  revoked  or  suspended. 


New  Proposals 

New  Proposals 

Fis 

General 
Program                FTE                   Fund 

cal  2006 

Ficral  9007    -    — 

Slate 
Special 

Federal 

Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  2  -  Drug  Court  Coordinator 

01                   1.00                      0 
DP  3  -  Homeland  Security  -  Law  Enforcement  Terrorism  Prev 

01                    1.00                        0 

Total                  2.00                     $0 

0 

0 

$0 

100,000 

4,655,372 

$4,755,372 

100,000 

4,655,372 

$4,755,372 

1.00 
1.00 

2.00 

0 
0 

$0 

0 

0 

$0 

100,000 

4,655,235 

$4,755,235 

100,000 

4,655,235 

$4,755,235 

DP  2  -  Drug  Court  Coordinator  -  The  executive  is  requesting  authority  to  expend  federal  fimds  to  hire  one  FTE  to  be  the 
Drug  Court  Coordinator  in  Montana.  The  coordinator  would  work  with  existing  drug  courts,  gather  data  from  these 
courts  and  other  sources,  assist  in  the  start-up  of  new  drug  courts,  and  monitor  and  report  on  the  effectiveness  of  the  all 
drug  court  operations.  In  addition  to  these  basic  activities,  the  coordinator  will  be  charged  with  developing  a  State  Drug 
Treatment  Court  Advisory  Committee  (SDTCAC)  and  to  work  in  consultation  with  the  SDTCAC  to  develop  a  statewide 
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procedure  for  planning,  implementation,  promotion,  key  leader  and  practitioner  training,  technical  assistance,  process 
and  outcome  evaluation  and,  sustainability  strategies  of  Drug  Treatment  Court  activity  in  Montana. 

DP  3  -  Homeland  Security  -  Law  Enforcement  Terrorism  Prev  (LETPP)-  The  executive  is  requesting  authority  to  expend 
$4,655,372  in  FY  2006  and  $4,655,235  in  FY  2007  for  federal  grant  funding  that  is  expected  to  be  received  from  the 
U.S.  Department  of  Homeland  Security,  Office  of  Domestic  Preparedness.  This  grant  will  cover  costs  to  operate  the 
program  and  hire  1.0  FTE.  The  FTE  will  be  a  program  speciahst  in  charge  of  administering  this  grant  program. 
Administrative  funds  from  this  grant  are  expected  to  be  $58,238  in  FY  2006  and  $56,438  in  FY  2007. 


LH) 
COMMIM 


administration. 


The  Office  of  Domestic  Preparedness  requires  that  the  state  obligate  not  less  than  80  percent  of 
LETPP  fimds  to  local  govenunent  with  the  remainder  going  to  the  state.  This  allocation  must  take 
place  within  60  days  after  the  grant  award.  Not  more  that  3  percent  of  the  grant  may  be  used  for 


The  LETPP  is  designed  to  provide  law  enforcement  communities  with  enhanced  capabilities  for  detecting,  deterring, 
disrupting,  and  preventing  acts  of  terrorism.  The  LETPP  grant  would  provide  law  enforcement  communities  with  funds 
for  the  following  activities: 

1 )  Information  sharing  to  preempt  terrorist  attacks 

2)  Target  hardening  to  reduce  vulnerability  of  selected  high  value  targets 

3)  Threat  recognition  to  recognize  the  potential  or  development  of  a  threat 

4)  Intervention  activities  to  interdict  terrorists  before  they  can  execute  a  threat 

5)  Interoperable  communications 

6)  Management  and  administration 


LI  I) 
COM  M  KM 


The  legislature  has  adopted  vacancy  savings  on  personal  services  for  a  number  of  biennia.  The 
executive  is  recommending  a  vacancy  savings  rate  of  4  percent  on  all  personal  services,  with  the 
exception  of  agencies  with  20.0  or  fewer  FTE,  and  a  number  of  other  exceptions.  The  legislative 
policy  on  vacancy  savings  has  generally  mirrored  the  executive  recommendation.  Because  the  agency  currently  has  19.0 
FTE,  it  is  exempted  from  vacancy  savings  in  the  executive  budget.  If  these  2.0  FTE  were  added,  the  agency  would  no 
longer  be  eligible  for  an  exemption  under  current  legislative  policy.  A  4  percent  vacancy  savings  rate  is  about  $41,000 
each  year,  of  which  about  $25,000  would  be  general  fund. 


Language 

The  Board  of  Crime  Control  administers  several  federal  pass-through  grants  that  have  authority  for  three-years,  on  a 
federal  fiscal  year  basis  which  begins  on  October  1  and  ends  on  the  following  September  30.  To  provide  continuing 
authority  for  the  pass-through  grants,  these  grants  are  biennial  appropriations  and  the  following  language  allows  prior 
biennium  grant  authority  to  continue  into  the  2007  biennium. 

The  executive  recommends  the  following  language  for  inclusion  in  HB2.  "All  remaining  federal  pass-through  grants 
appropriation,  including  reversions,  for  the  2005  biennium  are  authorized  to  continue  and  are  appropriated  in  FY  2006 
and  FY  2007." 
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SUMMARY 


Agency  Proposed  Budget 

The  following  table  summarizes  the  total  executive  budget  proposal  for  the  agency  by  year,  type  of  expenditure,  and 
source  of  funding. 


Agency  Proposed  Budget 
Budget  Item 

Base 
Budget 

Fiscal  2004 

PL  Base 

Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

710.60 

3.25 

(4.88) 

708.97 

5.25 

(8.02) 

707.83 

707.83 

Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 
Benefits  &  Claims 
Transfers 
Debt  Service 

31,871.085 

14,781,805 

1,738,154 

0 

893,436 

0 

249,592 

3,239,567 

3,472,297 

224,703 

0 

0 

0 

2,282,847 

(31,556) 

200,767 

(32,869) 

0 

0 

0 

22,050 

35,079,096 

1 8,454,869 

1,929,988 

0 

893,436 

0 

2,554,489 

3,353,322 

(534,419) 

265,559 

0 

0 

0 

(67,153) 

(99,029) 

57,921 

(50,487) 

0 

0 

0 

22,050 

35,125,378 

14,305,307 

1,953,226 

0 

893,436 

0 

204,489 

70,204,474 

32,760,176 

3,883,214 

0 

1,786,872 

0 

2,758,978 

Total  Costs 

$49,534,072 

$9,219,414 

$15832 

$58,911,878 

$3,017309 

($69,545) 

$52,481,836 

$111393,714 

General  Fund 
State/Other  Special 
Federal  Special 
Proprietary 

18,497,606 

27,440,085 

2,786,344 

810,037 

2,884,130 

6,002,287 

1 82,708 

150,289 

(245,633) 

459,875 

(105,850) 

50,000 

21,136,103 

33,902,247 

2,863,202 

1,010,326 

1,370,839 

1,368,642 

190,809 

87,019 

(245,777) 

557,393 

(381,161) 

0 

19,622,668 

29,366,120 

2,595,992 

897,056 

40,758,771 

63,268,367 

5,459,194 

1,907,382 

Total  Funds 

$49,534,072 

$9,219,414 

$158392 

$58,911,878 

$3,017309 

($694145) 

$52,481,836 

$111393,714 

Agency  Description 

The  Department  of  Justice,  under  the  direction  of  the  Attorney  General,  is  responsible  for  statewide  legal  services  and 
counsel,  law  enforcement,  and  public  safety,  as  authorized  in  2-15-501,  MCA.  The  duties  of  the  department  include: 

1 )  Providing  legal  representation  for  the  state  and  its  political  subdivisions  in  criminal  appeals 

2)  Providing  legal  services  and  counsel  for  the  state,  county  and  municipal  agencies,  and  their  officials 

3)  Enforcing  Montana  traffic  laws  and  registering  all  motor  vehicles 

4)  Enforcing  state  fire  safety  codes  and  regulations 

5)  Assisting  local  law  enforcement  agencies  in  bringing  offenders  to  justice 

6)  Managing  a  statewide  system  of  death  investigations  and  providing  scientific  analyses  of  specimens  submitted 
by  law  enforcement  officials,  coroners  and  state  agencies 

7)  Maintaining  and  disseminating  criminal  justice  information  to  authorized  state,  local,  and  other  entities 

8)  Providing  uniform  regulation  of  all  gambling  activities  in  the  state  of  Montana 

Agency  Highlights 


Department  of  Justice 
Major  Budget  Highlights 


•  The  increase  in  general  fund  of  $3.8  million  over  the  base  budget  is  due 
to: 

•  Automated  Accounting  and  Reporting  System  in  the  Gambling 
Division  for  $1 . 1  million 

•  Replacement  vehicles  in  the  Department  of  Criminal  Investigation 
for  $0.2  million 

•  $0.6  million  for  3.00  FTE  in  the  Forensic  Science  Division 

•  Statewide  present  law  adjustments 

•  Increases  in  state  special  funds  of  $8.4  million  over  the  base  budget  are 
due  to: 

•  Automated  Accounting  and  Reporting  System  in  the  Gambling 
Division  for  $0.3  million  
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Interest    on    borrowed    funds    for    the   Motor   Vehicle    Division 

reengineering  and  automation  project  of  $2.3  million 

Base  adjustments  in  the  Highway  Patrol  for  $2.0  million 

Restoration  of  vacancy  savings  in  the  Highway  Patrol  for  $1.0 

million 

Law  Enforcement  Academy  base  adjustments  of  $0.4  million 

Statewide  present  law  adjustments 


Major  LFD  Issues 


The  ability  of  Agency  Legal  Services  to  be  self  supporting 

The  progress  on  the  Gambling  Division's  Automated  Accounting  and 

Reporting  System  (AARS) 

Interest  payments  on  the  Motor  Vehicle  Division's  reengineering  and 

automation  project 

Law  Enforcement  Academy's  cash  collection  shortfall 


Funding 

The  following  table  summarizes  funding  for  the  agency,  by  program  and  source,  as  recommended  by  the  Governor. 
Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 


Total  Agency  Fimding 

2007  Biennium  Executive  Budget 

Agency  Program 

General  Fund 

State  Spec. 

Fed  Spec. 

Proprietary 

Grand  Total 

Total  % 

0 1  Legal  Services  Division 

$    7,541,352 

$       627,958 

$       884,821     $ 

- 

$       9,054,131 

8.1% 

07  Gambling  Control  Division 

1,100,000 

4,629,464 

- 

1,721,582 

7,451,046 

6.7% 

12  Motor  Vehicle  Division 

10,978,951 

9,800,220 

- 

50,000 

20,829,171 

18.7% 

13  Highway  Patrol  Division 

- 

40,866,096 

288,108 

- 

41,154,204 

36.9% 

18  Div,  Of  Criminal  Investigation 

5,704,957 

3,265,877 

3,942,249 

- 

12,913,083 

11.6% 

19  County  Attorney  Payroll 

3,619,372 

- 

- 

- 

3,619,372 

3.2% 

28  Central  Services  Division 

691,516 

1,076,643 

- 

109,158 

1,877,317 

1.7% 

29  Information  Technology  Service 

5,833,386 

2,395,701 

161,617 

26,642 

8,417,346 

7.6% 

32  Forensic  Science  Division 
Grand  Total 

5.289.237 
$40,758,771 

606.408 
$  63,268,367 

182,399 
$    5,459,194     $ 

. 

6.078.044 
$    111,393,714 

5.5% 
100.0% 

1,907,382 

Biennium  Budget  Comparison 

The  following  table  compares  the  executive  budget  request  in  the  2007  bienniiun  with  the  2005  biennium  by  type  of 
expenditure  and  source  of  funding.  The  2005  biennium  consists  of  actual  FY  2004  expenditures  and  FY  2005 
appropriations. 
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Biennium  Budget  Comparison 

Present 

New 

Total 

Present 

New 

Total 

Total 

Total 

Budget  Item 

Law 

Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Law 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Biennium 

Fiscal  04-05 

Exec.  Budget 
Fiscal  06-07 

FTE 

713.85 

(4.88) 

708.97 

715.85 

(8.02) 

707.83 

710.60 

707.83 

Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 
Benefits  &  Claims 
Transfers 
Debt  Service 

35,110,652 

18,254,102 

1,962,857 

0 

893,436 

0 

2,532,439 

(31,556) 

200,767 

(32,869) 

0 

0 

0 

22,050 

35,079,096 

18,454,869 

1,929,988 

0 

893,436 

0 

2,554,489 

35,224,407 

14,247,386 

2,003,713 

0 

893,436 

0 

182,439 

(99,029) 

57,921 

(50,487) 

0 

0 

0 

22,050 

35,125,378 

14,305,307 

1,953,226 

0 

893,436 

0 

204,489 

65,916,580 

29,753,977 

3,538,595 

0 

1,764,016 

0 

6,541,743 

70,204,474 

32,760,176 

3,883,214 

0 

1,786,872 

0 

2,758,978 

Total  Costs 

$58,753,486 

$158,392 

$58,911,878 

$52,551,381 

($69,545) 

$52,481,836 

$107,514,911 

$111,393,714 

General  Fund 
State/Other  Special 
Federal  Special 
Proprietary 

21,381,736 

33,442,372 

2,969,052 

960,326 

(245,633) 

459,875 

(105,850) 

50.000 

21,136,103 

33,902,247 

2,863,202 

1,010,326 

19,868,445 

28,808,727 

2,977,153 

897,056 

(245,777) 

557,393 

(381,161) 

0 

19,622,668 

29,366,120 

2,595,992 

897,056 

37,468,284 

62,381,138 

6,033,604 

1,631,885 

40,758,771 

63,268,367 

5,459,194 

1,907,382 

Total  Funds 

$58,753,486 

$158,392 

$58,911,878 

$52,551,381 

($69,545) 

$52,481,836 

$107,514,911 

$111,393,714 

Supplemental  Appropriations 

Major  Litigation 

The  2003  Legislature  approved  general  fund  of  $400,000  for  a  biennial  appropriation  for  major  litigation  handled  on 
behalf  of  the  state.  The  executive  is  requesting  a  supplemental  appropriation  of  $200,000  for  the  remainder  of  FY  2005 
because  most  of  the  original  appropriation  was  expended  during  the  first  year  of  the  biennium  on  the  following  lawsuits: 

1 )  Public  Defender  Lawsuit  with  the  ACLU  -  $50,700 

2)  School  Funding  Lawsuit  -  $64,200 

3)  Electronic  Gambling  Taxes  Reported  Lawsuit -$21,200 

4)  Tobacco  Settlement  Case  -  $  1 5  5 ,200 

5)  Snowmobiles  in  Yellowstone  Lawsuit  -  $49,000 

6)  Other  -  $47,400 

Exempt  Staff  Payouts 

The  executive  is  requesting  a  supplemental  appropriation  in  the  amount  of  $24,000  in  general  fund  to  cover  expenditures 

for  an  exempt  staff  payout  due  to  a  retirement. 

Highway  Patrol  Retirement  Fund 

The  executive  is  requesting  a  supplemental  of  $363,762  in  general  fund  for  the  Highway  Patrol  Retirement  Fund. 

Revenues  for  the  fund  are  collected  from  the  following  sources: 

1 )  A  one-time  fee  of  $  1 .25  for  the  permanent  registration  of  motor  cycles  and  quadricycles  as  per  6 1  -3-527,  MCA 

2)  A  one-time  fee  of  $1 .25  for  the  permanent  registration  of  trailers,  pole  trailers  or  semi -trailers  as  per  61-3-530, 
MCA 

3)  A  one-time  fee  of  $2.00  for  the  permanent  registration  for  each  motor  vehicle  as  per  61-3-562,  MCA 

Once  collected,  these  fees  are  deposited  into  the  general  fund.  A  transfer  from  the  general  fund  to  the  Highway  Patrol 
Retirement  Pension  Trust  Fund  is  then  necessary.  Although  current  statute  allows  for  the  transfer,  there  is  no  authority 
for  the  appropriation,  and  authority  was  not  requested  of  the  2003  legislature  for  the  full  amount.  This  supplemental  will 
have  no  impact  on  the  general  fund,  as  the  funds  are  available,  and  the  appropriate  level  of  general  fund  transfer  was 
already  assumed  in  the  projected  ending  fund  balance.  Pending  legislation  (LC  334)  would  make  this  transfer  per  a 
statutory  appropriation. 
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New  Proposals 

The  "New  Proposal"  table  summarizes  all  new  proposals  requested  by  the  executive.  Descriptions  and  LFD  discussion 

of  each  new  proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

Fiscal  -mnn. 

General 

Slate 

Federal 

Total 

General 

State 

Federal 

Total 

Program                 FTE                  Fund 

Special 

Special 

Funds 

FFE 

Fund 

Special 

Special 

Funds 

DP  5  -  Change  Appropriation  for  Lab  Machine  Testing 

07                   1.00                        0 

56.512 

0 

56,512 

1.00 

0 

56,446 

0 

56,446 

DP  6  -  Request  Authority  To  Pay  ID  Bureau 

07                   0.00                        0 

45,000 

0 

45,000 

0,00 

0 

45,000 

0 

45,000 

DP  1 2  -  MV  Proprietary  Account  Spending  Authority 

12                   0.00                        0 

0 

0 

50,000» 

0.00 

0 

0 

0 

0 

DP  15  -  MCSAP  New  Entrant  Program 

13                  2.00                      0 

0 

158,065 

158,065 

2,00 

0 

0 

104,270 

104,270 

DP  1 6  -  Funding  Authority  -  Homeland  Security 

18                   5.00                        0 

0 

423,322 

423,322 

5.00 

0 

0 

422,527 

422,527 

DP  1 7  -  Funding  Authority  -  Tri-Agency  Drag  Task  Force 

18                    1.00                        0 

75,894 

177,086 

252,980 

1,00 

0 

75,894 

177,086 

252,980 

UP  127  -  Statewide  KIH  Reduction 

12               (1.00)            (32,418) 

0 

0 

(32,418) 

(1.00) 

(32,329) 

0 

0 

(32,329) 

DP  1 35  -  Restore  Vacancy  Savings  for  Patrol  Officers  (Requires  Legislation) 

1 3                  0.00                      0 

407,283 

0 

407,283 

0.00 

0 

543,074 

0 

543,074 

DP  1 36  -  Transfer  MCSAP  Program  to  Dept  of  Transportation  (Requ 

res  Legislation) 

13                 (9.38)                        0 

(124,814) 

(864,323) 

(989,137) 

(12.50) 

0 

(163,021) 

(1,085,044) 

(1,248,065) 

DP  293  -  Statewide  FTE  Reduction 

29               (3.50)          (213,215) 

0 

0 

(213,215) 

(3.52) 

(213,448) 

0 

0 

(213,448) 

Total               (4.88)        ($245,633) 

$459375 

($105,850) 

$158392* 

.  ,-   ^^?l  , 

($245,777) 

$557393 

($381,161) 

($69345) 

Agency  Issues 

Exempt  Staff  Pay  Raises 

The  executive  is  removing  from  the  base  exempt  staff  pay  raises  given  to  certain  individuals  during  the  2005  biennium. 
The  Attorney  General  completed  a  study  of  pay  levels  of  certain  exempt  staff  employed  by  the  Department  of  Justice 
during  the  2005  biennium.  This  study  compared  the  pay  levels  of  these  exempt  staff  to  others  with  similar  functions 
throughout  state  government.  The  reported  results  of  the  study  were  that  the  exempt  staffs'  pay  levels  were  below  the 
average  of  the  other  areas  in  the  survey.  The  Attorney  General  approved  a  pay  raise  for  these  exempt  staff  to  meet  the 
average  pay  level  found  by  the  survey.  The  Governor's  budget  director  did  not  allow  these  pay  raises  in  the  base  budget 
and  directed  that  they  be  removed.  The  removal  of  these  amounts  was  done  as  present  law  adjustments. 

The  Attomey  General  is  requesting  that  these  pay  increases  be  approved  for  the  2007  biennium  by  the  2005  legislature. 
Please  refer  to  the  "Elected  Official:  New  Proposal"  section  of  this  summary  for  this  request. 


Figure  1 

Department  of  Justice 

Removal  of  Exempt  Staff  Pay  Raises 

Division 

—  2007  Biennium  — 
General  Fund       State  Special       Proprietary 

Total 
Funds 

Legal  Services  Division 
Gambling  Control  Division 
Highway  Patrol 
Central  Services  Division 
Forensic  Science  Division 

Total 

($43,780) 

(6,510) 
(17,598) 

($67,888) 

$0                   $0 
(15,948)            (6,514) 
(19,806) 
(10,028)            (1.056) 

($43,780) 
(22,462) 
(19,806) 
(17,594) 
(17,598) 

($121,240) 

($45,782)          ($7,570) 
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Legal  Issue  Contingencies 

There  is  a  pending  law  suit  named  Swingley,  et  al.  v.  Montana  Highway  Patrol  that  has  been  filed  in  district  court  in  the 
state  of  Montana.  This  lawsuit  is  an  administrative  wage  claim  brought  to  court  by  certain  highway  patrol  officers  for 
overtime  hours.  This  is  a  class  action  lawsuit  that  includes  323  officers.  The  case  seeks  overtime  compensation  for  all 
lunch  hours  for  a  period  of  3  V2  years  and  seeks  to  have  overtime  and  retirement  contributions  and  benefits  recalculated 
based  on  the  contention  that  subsistence  pay,  which  was  to  cover  meals,  travel,  uniform  maintenance  and  home 
telephone  for  each  officer,  should  have  been  included  in  the  officers'  base  pay.  The  estimated  exposure  to  the  state  is  $9 
to  $20  million.  The  case  is  scheduled  to  go  to  trial  in  early  2005.  The  Department  of  Justice  does  not  have  an  estimated 
completion  date  of  this  process,  nor  have  potential  funding  sources  been  identified.  According  to  the  department, 
payment  for  a  settlement  would  be  contingent  upon  legislative  appropriations. 

Motor  Vehicle  Reengineering  and  Information  Technology  Project 

The  Project 

The  Motor  Vehicle  Division  (MVD),  with  the  assistance  of  the  Information  Technology  Services  Division  (ITSD),  is 
undergoing  a  process  to  upgrade  the  MVD's  business  processes  and  supporting  technology.  This  project  is  referred  to  as 
the  TEAM  261  project.  This  project  is  working  on  the  following  four  functions:  vehicle  titling,  vehicle  registration, 
driver  records  and  control,  and  driver  licensing.  Currently,  MVD  has  many  manual  work  processes.  The  project  intends 
to  either  change  the  way  that  this  work  is  accomplished  in  order  make  it  more  efficient  and  less  costly  or  automate  the 
process.  The  project  also  intends  to  institute  best  practices  to  many  of  the  current  processes. 

The  Process 

As  Figure  2  illustrates,  there  are  two  stages  of  the  project,  the  reengineering  stage  and  the  IT  stage.  During  the 
reengineering  stage,  each  of  the  four  functions  will  proceed  through  five  tasks.  The  first  task  is  referred  to  as  the  start-up 
task.  This  is  where  the  project  team  meets  to  map  out  what  needs  to  be  accomplished  to  begin  the  process.  The  second 
task  is  referred  to  as  the  "As  Is"  task.  During  this  task  the  project  team  maps  out  how  work  is  currently  being 
accomplished  in  the  fimction.  The  third  task  is  the  "To  Be"  task,  which  designs  how  the  work  will  be  done  in  the  future. 
The  planning  task  takes  the  work  accomplished  in  the  To  Be  task  and  designs  the  new  workflow  processes  and  maps  out 
how  technology  will  be  applied  to  these  processes.  The  new  workflow  process  is  put  to  work  in  the  implementation  task. 
Finally,  new  technology  is  applied  to  the  ftinctions  to  complete  the  project. 

Expected  Completion  Dates 

Figure  2  indicates  that  the  vehicle  titling  tasks  are  complete  and  the  vehicle  registrations  and  drivers  records  and  control 
tasks  are  to  be  complete  by  June  30,  2005.  The  driver  licensing  function  is  not  scheduled  to  be  complete  until  June  30, 
2006.  All  information  technology  applications  are  expected  to  be  complete  by  July  1,  2007.  The  figure  also  indicates  that 
the  project  has  expended  approximately  3 1  percent  of  its  funding  and  is  28  percent  complete. 
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Figure  2 

Department  of  Justice  -  Motor  Vehicle  Division 

Reengineering  and  Information  Technology  Program 


Reengineering  Stage 

Function 

Startup 

As -Is 

To -Be 

Planning 

Implementation 

Vehicle  Titling 

N/A 

Complete 

Complete 

Complete 

Complete 

Vehicle  Registration 

N/A 

Complete 

Complete 

Complete 

06/30/05 

Driver  Records  and  Control 

Complete 

Complete 

Complete 

01/31/05 

06/30/05 

Driver  Licensing 

12/31/04 

06/30/05 

06/30/05 

06/30/05 

06/30/06 

IT  Stage 
Apply  Technology 


07/01/07 
07/01/07 
07/01/07 
07/01/07 


Appropriation 
HB577 
HE  261 
Total 


$4,500,000.00 
18,000,000 


$22,500,000.00 


Project  Completion  Information 


Project  completion  at  12/31/04 
Remaining  to  be  complete 


Expended  Percent 

Dollars  Percentage Complete 


$7,000,000 
15,500,000 


31.1% 
68.9% 


28.0% 
72.0% 


Estimated  borrowing  costs 
HB577 
HE  261 
Total 

Total  Project  Cost 


$660,000 
3,900,000 


$4,560,000 
$27,060,000 


Funding 

The  project  is  funded  with  special  revenue  funds  that  include  a  $4.00  increase  in  lien  filing  fees  on  vehicles  and  a  $5.00 
increase  in  titling  fees.  The  cost  of  the  project  is  expected  to  be  $27.1  million.  This  amount  includes  $4.5  million  from 
HB  577  as  passed  by  the  2001  Legislature,  and  $18  million  from  HB  261  as  passed  by  the  2003  Legislature.  This 
legislation  authorized  the  Department  of  Justice  to  borrow  funds  from  the  INTERCAP  loan  program  through  the  Board 
of  hivestments  to  finance  the  project  and  approved  the  special  revenue  funds  to  repay  these  loans.  The  interest  on  the 
loans  is  expected  to  be  $4.6  million. 


Although  project  management  has  a  plan  in  place  to  upgrade  the  Motor  Vehicle  Division's  business 
processes  and  supporting  technology.  There  are  no  clear  expectations  that  the  project  will  be  able  to 
accomplish  all  that  it  is  intended  to  accomplish  at  the  current  level  of  funding  provided  to  the  project. 
Project  management's  intent  is  to  do  as  much  as  possible  with  the  funding  that  was  provided  by  the  legislature  and  to 
seek  out  other  sources  of  funds,  such  as  federal  grants.  However,  project  management  does  not  know  at  this  time  what 
tasks  will  not  be  accomplished  or  if  the  project  will  be  able  to  afford  the  appropriate  technology  to  support  MVD's 
processes. 

The  legislature  may  direct  that  the  department  provide  its  best  estimate  of  the  priority  of  functions  that  will  be 
accomplished  by  the  project  at  the  current  fimding  level  and  the  cost  to  complete  the  remaining  items.  A  risk  of  this 
project  is  that  funding  would  be  exhausted  and  the  project  would  not  have  produced  a  minimum  level  of  functionality. 
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Elected  Official:  New  Proposals 

As  an  elected  official,  the  Attorney  General  is  authorized  in  statute  to  bring  new  proposals  to  the  legislature,  even  though 
the  new  proposals  were  not  included  in  the  executive  budget. 

Exempt  Staff  Pay  Raises  -  The  Attorney  General  is  requesting  funding  in  the  amount  of  $121,240  for  pay  increases  for 
8.0  FTE  exempt  staff.  The  amount  for  each  year  in  the  2007  biennium  is  $33,944  general  fund,  $22,891  of  state  special, 
and  $3,795  proprietary  funds.  The  FTE  are  in  the  following  programs:  4.00  FTE  in  the  Legal  Services  Division;  1.00 
FTE  in  the  Gambling  Control  Division;  1.00  FTE  in  the  Montana  Highway  Patrol;  1.00  FTE  in  the  Central  Services 
Division;  and  1 .00  FTE  in  the  Forensic  Science  Division. 

FTE  in  the  Legal  Services  Division  -  The  Attorney  General  is  requesting  general  fund  in  the  amount  of  $75,639  m  FY 
2006  and  $72,618  in  FY  2007  for  a  1.00  FTE  attorney  in  the  Legal  Services  Division.  This  FTE  would  work  in  the 
tobacco  enforcement  area. 

FTE  in  the  Motor  Vehicle  Division  -  The  Attorney  General  is  requesting  general  fund  of  $202,359  in  FY  2006  and 
$190,275  in  FY  2007  and  4.00  FTE  in  the  Motor  Vehicle  Division  for  Patriot  Act  issues. 

Montana  Highway  Patrol  -  New  Officers  -  The  Attorney  General  is  requesting  state  special  funds  of  $1,243,968  and 
7.00  FTE  in  FY  2006  and  $2,191,772  for  27.00  FTE  in  FY  2007  for  new  highway  patrol  officers. 

Montana  Highway  Patrol  -  Salary  Increase  -  The  Attorney  General  is  requesting  state  special  funds  of  $1 ,384,895  in  FY 
2006  and  $2,935,977  in  FY  2007  for  salary  increases  for  highway  patrol  officers. 

Department  of  Criminal  hivestigations  -  The  Attorney  General  is  requesting  general  fimd  for  the  following  items  in  the 
Division  of  Criminal  hivestigations: 

•  FTE  as  a  narcotics  regional  agent,  $61 ,45 1  in  FY  2006 

•  Medical  fraud  COLA,  $6,498  and  federal  funds  of  $  1 9,495  in  FY  2006 

•  Present  law  adjustments,  $42,000  in  FY  2006 

•  Medical  Fraud  agent,  $  1 5,500  and  federal  funds  of  $46,500  each  year 

FTE  in  the  Information  Technology  Services  Division  (D^SDV-  The  Attorney  General  is  requesting  general  fund  for  5.00 
FTE  in  ITSD  for  various  programmer/analysts.  The  amount  requested  is  $350,072  in  FY  2006  and  $334,967  in  FY  2007. 

FTE  in  the  Forensic  Science  Division  -  The  Attorney  General  is  requesting  general  fund  for  3.00  FTE  in  the  Forensic 
Science  Division  for  a  toxicologist  and  two  DNA/serologists  technicians.  The  amount  requested  is  $137,978  in  FY  2006 
and  $76,548  in  FY  2007. 

FTE  in  the  Legal  Services  Division  -  The  Attorney  General  is  requesting  general  fund  for  2.00  FTE  in  the  Legal  Services 
Division  for  communications  activities.  The  amoimt  requested  is  $1 18,846  in  each  year  of  the  biennium. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

fi;e 

50.00 

0.00 

0.00 

50.00 

0.00 

3.00 

50.00 

50.00 

Personal  Services 
Operating  Expenses 
Benefits  &  Claims 
Debt  Service 

2,722,749 

881,923 

893,436 

0 

191,097 

37,855 

0 

0 

0 
0 
0 
0 

2,913,846 

919,778 

893,436 

0 

189,006 

(360,043) 

0 

0 

0 
0 
0 
0 

2,911,755 

521.880 

893,436 

0 

5,825,601 

1,441,658 

1,786,872 

0 

Total  Costs 

$4,498,108 

$228,952 

$0 

$4,727,060 

($171,037) 

$0 

$4327,071 

$9,054,131 

General  Fund 
State/Other  Special 
Federal  Special 

3.695.876 
339,667 
462,565 

275,197 
(26,133) 
(20,112) 

0 
0 
0 

3,971,073 
313,534 

442.453 

(125,597) 
(25.243) 
(20.197) 

0 
0 
0 

3,570.279 
314.424 
442,368 

7,541,352 
627,958 
884.821 

Total  Funds 

$4,498,108 

$228,952 

$0 

$4,727,060 

($171,037) 

$0 

$4327,071 

$9,054,131 

Program  Description 

The  Legal  Services  Division  provides: 

1)  The  Attorney  General  with  legal  research  and  analysis 

2)  Legal  counsel  for  state  government  officials,  bureaus  and  boards 

3)  Legal  assistance  to  local  governments  and  Indian  tribes 

4)  Legal  assistance,  training  and  support  for  county  prosecutors 

5)  Assistance  to  victims  of  crime,  including  compensation  payments 

County  Prosecutor  Services  provides  special  prosecution  assistance  to  counties  in  the  prosecution  and  disposition  of 
major  felonies  and  in  cases  in  which  county  attorneys  or  city  attorneys  have  conflicts  of  interest.  County  Prosecutor 
Services  also  provides  prosecutor  services  to  the  Eastern  Coal  Counties  Drug  Task  Force  and  the  Western  Montana 
Special  hivestigation  Section  and  coordinates  training  and  continuing  legal  education  for  county  attorneys,  city  attorneys, 
and  law  enforcement  personnel. 

The  Appellate  Legal  Services  Bureau  is  responsible  for  representing  the  state  in  all  criminal  appeals  and  responds  to  all 
habeas  corpus  and  post  conviction  proceedings  where  federal  and  state  courts  order  the  state  to  defend  the  legality  of 
convictions. 

The  Civil  Services  Bureau  defends  the  state  in  constitutional  challenges  and  coordinates  appeals  of  civil  cases  that 
involve  the  state.  This  bureau  also  provides  legal  assistance  to  state  and  local  governments  on  matters  involving  Indian 
jurisdiction,  federal  reserved  water  rights,  election  law,  antitrust,  conflicts  of  interest  and  open  meetings. 

Office  of  Victim  Services  and  Restorative  Justice  is  a  consolidated  effort  to  elevate  the  status  and  respond  to  the  needs  of 
victims  of  crime  in  Montana.  The  office  also  provides  the  cross  training  and  coordination  with  local  law  enforcement  to 
more  ftilly  address  the  broad  needs  of  victims. 

The  Appellate  Legal  Services  Bureau  is  responsible  for  representing  the  state  in  all  criminal  appeals  and  responds  to  all 
habeas  corpus  and  postconviction  proceedings  where  federal  and  state  courts  order  the  state  to  defend  the  legality  of 
convictions. 

The  Civil  Services  Bureau  defends  the  state  in  constitutional  challenges  and  coordinates  appeals  of  civil  cases  that 
involve  the  state.  This  bureau  also  provides  legal  assistance  to  state  and  local  governments  on  matters  involving  Indian 
jurisdiction,  federal  reserved  water  rights,  election  law,  antitrust,  conflicts  of  interest  and  open  meetings. 
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Office  of  Victim  Services  and  Restorative  Justice  is  a  consolidated  effort  to  elevate  the  status  and  respond  to  the  needs  of 
victims  of  crime  in  Montana.  The  office  also  provides  the  cross-training  and  coordination  with  local  law  enforcement  to 
more  fully  address  the  broad  needs  of  victims. 

Program  Highlights 


Department  of  Justice 

Legal  Services  Division 

Major  Budget  Highlights 


•     Increase  of  $0.4  million  in  present  law  adjustments  for  personal 
services  for  the  2007  biennium  over  the  base  budget 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2005  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 

Legal  Services  Division 

Base           %  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004          FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$  3,695,876             82.2% 

$3,971,073 

84.0% 

$  3,570,279 

82.5% 

02003  Misc  Grants  And  Nrd 

120,615               2.7% 

120,054 

2.5% 

119,931 

2.8% 

02013  Continuing  Legal  Education 

6,216              0.1% 

6,215 

0.1% 

6,215 

0.1% 

02074  Gambling  License  Fee  Account 

174,358               3.9% 

147,383 

3.1% 

148,493 

3.4% 

02337  Antitrust  Activity 

2,088               0.0% 

2,088 

0.0% 

2,088 

0.0% 

02422  Highways  Special  Revenue 

36,390              0.8% 

37,794 

0.8% 

37,697 

0.9% 

03169  Federal  Crime  Victims  Benefits 

309,000              6.9% 

309,000 

6.5% 

309,000 

7.1% 

03 1 87  Bcc  Grants  To  Dept.  Of  Justice 

52,175               1.2% 

50,628 

1.1% 

50,475 

1.2% 

03801  Dept  Of  Justice-Misc  Grants 

101.390               2.3% 

82.825 

1.8% 

82,893 

1.9% 

Grand  Total 

$4,498,108            100.0% 

$4,727,060 

100.0% 

$4,327,071 

100.0% 

•     This  program  is  primarily  funded  with  general  fund.  State  special  fimds  are  provided  by  the  following  entities: 

•  Montana  State  Fund  pays  for  one  attorney 

•  The  Department  of  Fish  Wildlife  and  Parks  pays  for  about  one-half  of  an  attorney's  salary 

•  The  Gambling  Control  Division  pays  for  two  attorneys  with  gambling  funds 

•  The  gas  tax  pays  for  the  services  of  one-half  of  an  attorney's  time  to  work  on  Highway  Patrol  and 
Motor  Vehicle  Division  issues 

•  Antitrust  fund  revenues  pay  for  antitrust  expenditures 

Federal  funds  support  one  attorney  that  works  on  statewide  drug  cases,  and  federal  funds  provide  25  percent  of  the 
funding  for  the  Child  Protection  Unit. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Present  Law  Adjustments 

Fis 

General 
FTE                  Fund 

Ml  7006— 

Fivrnl  ''007 

State 
Special 

Federal 
Special 

Total 

Funds 

FTE 

General 

Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

330,925 

(117,938) 

(4,933) 

31,081 

328,765 

(117,869) 

(4,773) 

33,023 

Total  Sutewide  Present  Law  Adjustments 

$239,135 

$239,146 

DP  1 1 1  -  Major  litigation  biennial  appropriation 
0.00               11,707 

DP  11 2  -  Exetnpt  staff  pay  raise  reduction 

0.00            (21,890) 

0 
0 

0 

0 

11,707 
(21,890) 

0.00 
0.00 

(388,293) 
(21,890) 

0 
0 

0 
0 

(38833) 
(21,890) 

Total  Other  Present  Law  Adjustments 

0.00          ($10,183) 

SO 

SO 

(S10,183) 

0.00 

(S410,183) 

SO 

SO 

($410,183) 

Grand  Total  All  Present  Law  Adjustments 

$228,952 

($171,037) 

Increases  in  personal  service  costs  of  $330,925  in  FY  2006  and  $328,765  in  FY  2007  are  mostly  due  to:  a)  a  pay 
adjustment  for  the  Attorney  General  of  $3,2 1 3  per  year  based  on  a  regional  survey;  b)  pay  and  benefits  for  positions  that 
were  vacant  during  part  of  the  base  year  but  fully  funded  in  the  budget;  c)  reclassifications  of  certain  positions  to  higher 
levels  towards  the  end  of  the  base  year;  d)  a  number  of  recruitment  and  retention  exceptions  that  were  granted  to  keep 
critical  positions  filled;  and  e)  the  25  cent  per  hour  pay  increase  and  insurance  adjustment  for  each  staff  member  as 
approved  by  the  2003  Legislature. 

Other  Present  law  adjustments  consist  of: 


DP  1 1 1  -  Major  litigation  biennial  appropriation  -  The  executive  requests  a  biennial  appropriation  of  $400,000  for  major 
litigation  services  for  the  2007  biennium.  DP  1 1 1  adds  $1 1,707  in  FY  2006  which,  when  added  to  the  base  of  $388,293, 
brings  the  total  to  the  2005  biennium  appropriated  level  of  $400,000. 


LID 
COM M KM 


1) 
2) 
3) 

4) 
5) 
6) 


The  2003  Legislature  approved  general  fund  of  $400,000  for  a  biennial  appropriation  for  major 
litigation  handled  on  behalf  of  the  state.  The  executive  is  requesting  a  supplemental  appropriation  of 
$200,000  for  the  remainder  of  FY  2005  because  most  of  the  original  appropriation  was  expended 
during  the  first  year  of  the  biennium  on  the  following  lawsuits: 

Public  Defender  Lawsuit  with  the  ACLU  -  $50,700; 

School  Funding  Lawsuit  -  $64,200; 

Electronic  Gambling  Taxes  Reported  Lawsuit  -  $21,200; 

Tobacco  Settlement  Case  -  $155,200; 

Snowmobiles  in  Yellowstone  Lawsuit  -  $49,000; 

Other  -  $47,400. 


COMMKNT 


The  Department  of  Justice  is  requesting  1 .00  FTE  in  the  "Elected  Official;  New  Proposals"  section  to 
provide  support  to  the  tobacco  settlement  case.  The  legal  support  of  this  case  appears  to  be  ongoing, 
as  the  department  is  required  by  the  original  settlement  to  monitor  the  tobacco  market  place  for  new 
entrants  into  the  state  and  pursue  htigation  against  those  parties  that  were  not  part  of  the  original 
tobacco  settlement.  The  department  has  expended  $70,126  during  FY  2002,  $98,189  during  FY  2003,  and  $155,183 
during  FY  2004  to  pursue  this  litigation.  The  three-year  average  for  this  effort  is  $107,833  per  year,  which  is  54  percent 
of  the  2005  biennium  appropriation. 
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DP  1 12  -  Exempt  staff  pay  raise  reduction  -  The  executive  is  requesting  that  exempt  staff  pay  raises  be  reduced  to  the  FY 
2004  base  level. 


LFD 
COMMENT 


Please  refer  to  the  table  entitled  Removal  of  Exempt  Staff  Pay  Raises  located  in  the  summary  section 
for  an  explanation  of  this  amount  and  the  original  source  of  its  ftmding. 
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Program  Description 

Agency  Legal  Services  Bureau  (ALSB)  provides  legal,  hearing  examiner,  and  investigative  services  to  state  agency 
clients  on  a  contract  basis.  ALSB  attorneys  and  investigators  bill  clients  for  their  services  and  case-related  and  incidental 
costs.  ALSB  has  20  FTE  funded  from  the  revenues  generated.  The  Attorney  General  is  the  legal  officer  for  the  state  per 
Article  VI,  Section  4(4),  of  the  Montana  Constitution.  Montana  Code  Annotated  2-4-61 1(2)  provides  that  state  agencies 
may  request  from  the  Attorney  General's  Office  a  hearing  examiner  in  a  contested  case. 

Proprietary  Rates 

State  agencies  have  the  option  to  use  in-house  or  private  counsel  and  investigators  to  do  the  work  provided  by  ALSB. 
Private  law  firms,  however,  typically  charge  considerably  more  per  hour  than  ALSB,  and  ALSB  attorneys  and 
investigators  have  specific  knowledge  and  experience  that  agencies  find  beneficial. 

ALSB  serves  State  of  Montana  agencies,  boards,  and  commissions  that  have  entered  into  contracts  with  ALSB. 
According  to  Executive  Order  5-93,  the  Legal  Services  Review  Committee  approves  the  use  of  private  counsel  by  state 
agencies  in  lieu  of  ALSB  counsel  on  a  case-by-case  basis. 

Revenues  and  Expenses 

Rate  Charged 

The  rate  remains  the  same  as  that  charged  during  the  2005  biennium  at  $71 .80  per  hour  for  attorneys  and  $39.80  per  hour 
for  investigators.  Sufficient  personnel  are  necessary  to  meet  the  demands  placed  on  ALSB.  Staffing  is  monitored  and 
flexibility  in  staffmg  is  important  to  react  to  peaks  and  valleys  in  the  workload.  The  rate  takes  into  account  the  volume 
expected,  and  the  known  and  expected  expenditures. 

Working  Capital  Discussion 

The  objective  of  program  management  is  to  recover  costs  only  to  fimd  necessary,  ongoing  operations. 

Fund  Equity  and  Reserved  Fimd  Balance 

While  there  is  no  requirement  that  an  excess  fund  balance  be  maintained,  the  program  management  seeks  to  build  a 

limited  capital  reserve  fund.  Rates  are  influenced  by  the  working  capital  necessary  to  maintain  current  operations. 

Cash  Flow  Discussion 

Cash  flow  into  the  program  fluctuates  depending  on  the  volume  of  work  in  any  given  month,  which  can  vary 

considerably. 
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2007  Biennium  Report  on  Internal  Service  and  Enterprise  Funds  2007 


Fund  Fund  Name 

6500  Agency  Legal  Services 


Agency  #  Agency  Name 

4110 Department  of  Justice 


Program  Name 
Agency  Legal  Services 


Operating  Revenues: 

Fee  revenue 
Agency  Fee  Revenue 

Net  Fee  Revenue 

Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expanses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 


Actual 
FY02 

Actual 
FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

Budgeted 
FY07 

- 

- 

- 

1.200.000 

1.400.000 

1,400.000 

1.254,066 
117 

1.163.306 
87 

1.145,768 
219 

1.300.000 

1,400,000 

1,400,000 

1,254,183 

971.706 
258.689 

1.163,393 

986,567 
256,753 

1.145,987 

906.761 
243.447 

1,300,000 

1,060.189 
291.810 

1,400,000 

1,103,191 
258,397 

1,400,000 

1,101,478 
256,884 

1,230,395       1,243,320        1,150,208        1,351.999        1,361,588        1,358,362 


23.788 


9.912 


(79,927) 


(4,221)  (51.999) 


38,412 


41,638 


(34.998)  (33,149) 


(34,998)  (33,149) 

23,788  (79.927)  (4,221)  (51,999)  3,414  8,489 


33,700  (79,927)  (4,221)  (51.999)  3.414  8,489 

(35.847)  (2.147)         (82,074)  (86,295)       (138,294)       (134,880) 


(35,847)  (2.147)  (82.074)  (86,295)        (138.294)        (134.880) 

(2,147)  (82,074)  (86.295)         (138,294)        (134,880)        (126.391) 


205,066    207.220    191,701     225,333    226,931    226,394 


LID 
ISSUE 


The  Agency  Legal  Service  Bureau  (ALSB)  is  a  self-supporting  program.  The  ALSB  provides  legal  service 
to  various  state  agencies  and  charges  them  for  this  service.  The  costs  of  the  services  should  be  equal  to  the 
costs  incurred  by  the  department.  However,  the  actual  fimd  balance  as  of  June  30,  2004  for  this  effort  was 
a  negative  $86,295.  Also,  the  net  assets  of  this  program  have  become  increasingly  negative  over  the  past  several  fiscal 
years.  The  projected  fund  balance  for  FY  2005  is  a  negative  $138,294,  which  is  an  increase  of  $51,999  (60  percent)  over 
FY  2004. 

The  rates  for  attorney  and  investigator  services  were  increased  at  the  beginning  of  the  2005  biennium  as  follows: 
attorneys  rates  were  $70.00  per  hour  and  raised  to  $71.80  per  hour,  and  investigator  rates  were  $38.00  per  hour  and 
raised  to  $39.80. 
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IJI) 

ISSUi:  COM 


The  lack  of  self-sufficiency  of  the  ALSB  raises  several  questions: 


•  Can  rates  be  increased  to  fully  fund  the  ALSB  without  an  adverse  impact  on  usage?  What  will  the  "market"  bear 
in  rates? 

•  Does  the  ALSB  provide  work  for  non-paying  clients? 

•  Is  the  ALSB  charging  for  all  time  spent  on  cases? 

The  legislature  has  several  options: 

1)  Request  that  ALSB  increase  their  rates  to  insure  a  positive  fund  balance  and  a  60-day  working  capital 
requirement 

2)  Request  that  the  department  research  the  work  that  is  being  done  by  the  program  to  assure  that  it  is  all  in  support 
of  paying  clients  and  remove  any  functions  that  are  not  provided  to  a  paying  client 

3)  Request  that  the  department  conduct  an  analysis  of  the  programs'  client  base  and  cost  structure  to  recommend 
how  to  get  the  program  out  of  a  deficit  position,  and  maintain  a  structural  balance 


Department  Of  Justice  D- 1 9  Agency  Legal  Services 


Department  Of  Justice 


07-GambIing  Control  Division 


Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  fimding. 


Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 

Exec.  Budget 

Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec,  Budget 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

43.50 

0.00 

1.00 

44.50 

0.00 

1.00 

44.50 

44.50 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

2,075,704 

548,712 

85,062 

4,303 

73,489 

1,586,037 

0 

0 

56,512 

45,000 

0 

0 

2,205,705 

2,179,749 

85,062 

4,303 

74,086 

86,914 

0 

0 

56,446 

45,000 

0 

0 

2,206,236 

680,626 

85,062 

4,303 

4,411,941 

2,860,375 

170,124 

8,606 

Total  Costs 

$2,713,781 

$1,659,526 

$101,512 

$4,474,819 

$161,000 

$101,446 

$2,976,227 

$7,451,046 

General  Fund 
State/Other  Special 
Proprietary 

464 

1,929,137 

784,180 

1,099,536 
453,593 
106,397 

0 

101.512 
0 

1,100,000 

2,484,242 

890,577 

(464) 
1 14,639 

46,825 

0 

101,446 

0 

0 

2,145,222 
831,005 

1,100,000 
4,629,464 
1,721,582 

Total  Funds 

$2,713,781 

$1,659,526 

$101,512 

$4,474,819 

$161,000 

$101,446 

$2,976,227 

$7,451,046 

Program  Description 

The  Gambling  Control  Division  was  established  by  the  1989  Legislature  to  regulate  the  gambling  industry  in  Montana. 
The  division  has  criminal  justice  authority  and  conducts  routine  field  inspections  and  investigations  related  to  gambling 
activities.  In  addition  to  collecting  and  distributing  licensing  fees  for  gambling  machines  and  activities,  the  division 
collects  the  gambling  tax  assessed  on  the  net  proceeds  of  gambling  activities.  It  conducts  investigations  related  to 
alcoholic  beverage  licensing  and  tobacco  enforcement.  An  appointed  Gaming  Advisory  Coimcil  of  nine  members 
advises  the  Attorney  General  to  ensure  uniform  statewide  regulation  of  gambling  activities.  State  law  mandates  the 
gambling  control  program. 
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Major  Budget  Highlights 


Increase  of  1 .0  FTE  in  lab  machine  testing  area 
Increase  of  $1.8  million  or  163.6  percent  in  operating  costs  for 
reengineering  of  Gambling  Control  Division  processes  and  installation 
of  new  information  technology  -  Automated  Accounting  and 
Reporting  System  (AARS) 


Major  LFD  Issues 


Periodic  reporting  to  an  interim  committee  on  the  progress  of  AARS 
Reduce  base  adjustments  by  $31,080  due  to  a  decrease  in  the  rent 
estimate  by  department 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
Gambling  Control  Division 

Program  Funding 

Base 
FY  2004 

%  of  Base          Budget 
FY  2004          FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

01 100  General  Fund 
02074  Gambling  License  Fee  Account 
06005  Liquor  Division 
Grand  Total 

$           464 

1,929,137 

784.180 

$2,713,781 

0.0%     $1,100,000 

71.1%       2,484,242 

28.9%          890.577 

100.0%     $4,474,819 

24.6% 

55.5% 

19.9% 

100.0% 

$ 
2,145,222 
831.005 
$  2,976,227 

72.1% 

27.9% 

100.0% 

Primary  funding  for  the  Gambling  Control  Division  comes  from  the  revenues  generated  through  licenses  and  permits  for 
gambling  operations,  machines,  and  other  gambling  activities,  as  well  as  license  fees  for  video  gambling  machine 
manufactures/distributors.  As  authorized  in  23-5-612,  MCA,  revenues  include  50  percent  of  the  gambling  machine 
permit  fee  (the  other  50  percent  goes  to  the  local  government)  and  1 00  percent  of  the  machine  transfer-processing  fee. 
By  statute,  the  department  is  to  charge  $200  for  each  video  gambling  machine  permit  and  $25  for  each  machine  that 
transfers  ownership.  The  revenues  are  deposited  into  the  gambling  license  fee  state  special  revenue  account  to  be  used  to 
operate  the  division  and  other  agency  programs. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  l.aw  Adjuslmenls 

Floral  ^007    -    — 

General 
Kit                  Fund 

Stale 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 

Fund 

Slate 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

167,969 

(89,749) 

(5,451) 

9,592 

168,590 

(89,773) 

(5,450) 

10,468 

Total  Sutewide  Present  Law  Adjustments 

$82,361 

$83,835 

DP  3  -  Enhancement  of  GCD  Database  and  Business  Processes 

0.00          1,100,000            340,000 

DP  4  -  GCD  Base  Adjusments 

0,00                      0              62,761 

DP  71  -  Exempt  pay  raise  reduction 

0.00                       0               (7,974) 

0 
0 
0 

1,500,000* 

88,396  • 

(1U31)» 

0.00 
0.00 
0.00 

0 
0 
0 

0 

62,761 
(7,974) 

0 

0 
0 

0 

88.396  • 

(1U31)* 

Total  Other  Present  Law  Adjustments 

0.00        $1,100,000 

$394,787 

$0 

$1,577,165  * 

0.00 

$0 

$54,787 

$0 

$77,165  * 

Grand  Total  All  Present  Law  Adjustments 

$1,659,526* 

$161,000* 

The  increase  in  personal  service  costs  of  $167,969  in  FY  2006  and  $168,590  in  FY  2007  is  due  to:  a)  pay  and  benefits  for 
four  positions  that  were  vacant  during  part  of  the  base  year  but  fully  funded  in  the  budget;  and  b)  the  25  cent  per  horn- 
pay  increase  and  insurance  adjustment  for  each  staff  member  as  authorized  by  the  2003  Legislamre. 

DP  3  -  Enhancement  of  GCD  Database  and  Business  Processes  -  The  executive  is  requesting  $1.5  million  in  funding  to 
reengineer  certain  business  processes  and  implement  new  technology  to  improve  service  to  taxpayers  and  licensees 
through  an  Automated  Accounting  and  Reporting  System  (AARS).  These  improvements  are  intended  to  develop  web 
entry  and  electronic  payments  of  taxes  and  permit  fees.  This  appropriation  of  $1.5  million  would  be  biennial  and  one- 
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time-only  and  placed  in  FY  2006.   The  request  is  $340,000  state  special  revenue,  $60,000  proprietary  funds,  and  $1.1 
million  in  general  fund. 


LID 
COMMENT 


History 


In  1 993  the  Legislative  Audit  Committee  (LAC)  conducted  a  performance  audit  on  the  regulation  and  monitoring  of 
video  gambling  machines.  The  report  summary  found  it  difficult  to  verify  video  gambling  machine  revenue  and 
taxes  paid,  as  the  industry  does  not  always  provide  adequate  documentation  with  tax  returns.  The  LAC's  long-term 
recoinmendation  was  to  implement  an  automated  system  to  monitor  activities  more  thoroughly,  efficiently  and 
effectively.  The  audit  stated  that  any  corrective  action  should  improve  overall  effectiveness  of  regulatory  functions 
to  better  meet  the  intent  of  Montana's  public  policy  law  regarding  gambling  activities.  This  is  accomplished  by 
providing  a  level  of  monitoring  which  ensures  the  public,  state  and  gambling  industry  are  protected  from  unfair  and 
illegal  activities. 

The  1999  Legislature  passed  legislation  authorizing  Gambling  Control  Division  to  operate  an  automated  accoimttng 
and  reporting  system  (AARS)  for  video  gambling  machines  for  the  purpose  of  collecting  and  accounting  for  revenues 
from  gambling  taxes  and  machine  permits  as  per  23-5-637,  MCA.  A  contract  was  awarded  for  an  AARS  but 
terminated  for  failure  of  delivery  and  the  contracting  parties  reached  a  negotiated  settlement.  A  request  for  proposal 
process  followed  with  a  recommendation  for  a  WEB  entry  type  system  that  would  support  electronic  tax  reporting, 
permitting  and  commerce. 

Goals  of  the  system  include: 

•  Ensure  gambling  is  being  conducted  in  a  legal  manner  by  authorized  individuals 

•  Speed  up  investigation  of  applicants  and  the  issuance  gambling  licenses  and  permits  to  qualified  applicants 

•  Collect  and  account  for  revenues  from  video  gambling  machine  taxes  and  permits 

•  Correct  the  customer  service  deficiency  of  not  supporting  credit  card  or  electronic  payment  from  video  gambling 
machine  licensees 


LFD 
ISSUE 


As  stated  above,  the  development  of  an  AARS  has  had  a  very  checkered  history.  The  state  has  expended  a 
significant  amount  of  time  and  resources,  with  little  of  value  to  show.  Therefore,  the  legislature  may  wish 
to  have  a  process  in  place  where  the  appropriate  interim  legislative  committee  reviews  periodic  project 
reports  that  include  a  project  beginning  date  and  ending  date,  with  key  milestones  identified  by  dollar  value.  The 
legislature  may  also  wish  to  require  an  analysis  by  the  department  of  anticipated  and  acttial  additional  revenue  collections 
as  a  result  of  this  effort. 


DP  4  -  GCD  Base  Adjustments  -  The  executive  requests  an  increase  over  base  operating  expenses  to  pay  overtime  to  the 
technical  services  unit,  annualize  operating  expenses  for  positions  held  vacant  for  all  or  part  of  the  base  year,  provide 
authorization  for  out  of  country  travel  for  the  purpose  of  investigating  license  applications  from  foreign  gambling 
machine  manufactures,  provide  training  to  help  in  the  conduct  of  investigations  into  illegal  gambling,  and  provide  for 
increases  in  rent  expense  to  cover  increases  provided  for  in  existing  contracts. 


LFD 
COMMENT 


Base  Adjustment  Details 

Overtime 

Overtime  is  zero  based  and  the  department  must  budget  for  this  item  as  required.  Overtime  is  accumulated  by  technical 
services  during  peak  work  periods.  The  amount  requested  for  overtime  is  $6,500  each  fiscal  year  and  is  commensurate 
with  base  expenditures. 
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Operating  Expenditures 

Funds  are  requested  to  annualize  operating  expenses  for  four  positions  vacant  for  the  majority  of  the 
base  year.  The  division  filled  three  of  the  four  positions  late  in  FY  2004  and  anticipates  re-fiUing  the 
fourth  position  in  the  coming  biennium.  The  amount  requested  for  operating  expenditures  is  $27,607 
for  FY  2006  and  $26,707  for  FY  2007. 


(O.MiMIM 
COM. 


Foreign  Travel 

The  division  estimates  there  could  be  up  to  three  license  applications  fi-om  foreign  manufacturers  per  year  requiring 
travel  to  other  countries.  There  were  no  trips  out  of  country  for  this  purpose  in  the  base  year.  Every  hcense  applicant 
reimburses  the  division  for  the  total  cost  of  each  investigation  including  any  out  of  country  travel.  This  request  is  based 
on  three  trips  per  year  to  areas  such  as  Canada,  Japan,  South  Korea,  and  Australia.  The  amount  requested  for  out  of 
country  travel  is  $16,350  for  FY  2006  and  $16,500  for  FY  2007. 

Training 

The  division  requests  an  investigator  with  additional  training  to  conduct  Internet  gambling  investigations.  The  amount 

requested  is  $4,253  for  FY  2006  and  $4,253  for  FY  2007. 

Rent 

Due  to  contractual  obUgations  and  an  estimate  for  one  contract  that  will  be  renegotiated  in  the  coming  bieimium,  the 
division  requests  an  increase  in  rent  expense  for  the  biennium.  This  amount  includes  an  inflation  factor  in  the  rental 
agreement  of  $17,042.  It  also  includes  an  estimated  increase  for  the  Helena  Central  Office  of  $20,000  and  a  rent  expense 
to  reopen  certain  district  offices  of  $31,080.  The  amount  requested  is  $33,686  for  FY  2006  and  $34,436  for  FY  2007. 


I.I  I) 

is.sii: 


Certain  district  offices  will  not  be  reopened.  Therefore,  the  DP  can  be  reduced  by  $31,080. 


Ill) 

i.ssii: 


The  legislature  may  wish  to  restrict  the  appropriation  of  $32,850  for  foreign  travel  and  make  it  a  one-time- 
only  expenditure 


DP  71  -  Exempt  pay  raise  reduction  -  The  executive  is  requesting  that  exempt  staff  pay  raises  be  reduced  to  the  FY  2004 
base. 


Ill) 
COMMINT 


Please  refer  to  the  table  entitled  Removal  of  Exempt  Staff  Pay  Raises  located  in  the  summary  section 
for  an  explanation  of  this  amount  and  the  original  source  of  its  funding. 
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New  Proposals 

New  Proposals 

-Fiscal  2007  -   -- 

General               State 

Federal 

Total 

General 

State 

Federal 

Total 

Program               FTE                 Fund               Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  5  -  Change  Appropriation  for  Lab  Machine  Testing 

07              1.00                       0               56,512 

0 

56,512 

1.00 

0 

56,446 

0 

56,446 

DP  6  -  Request  Authority  To  Pay  ID  Bureau 

07               0.00                        0                45,000 

0 

45,000 

0.00 

0 

45,000 

0 

45,000 

Total              1.00                     $0           $101,512 

$0 

$101,512* 

1.00 

$0 

$101,446 

$0 

$101,446 

DP  5  -  Change  Appropriation  for  Lab  Machine  Testing  -  The  executive  is  requesting  the  eUmination  of  the  statutory 
appropriation  for  the  lab  machine  testing  fees  and  the  transfer  of  the  position  and  related  expenses  to  the  HB2 
appropriation.  There  is  no  increase  or  decrease  in  FTE  or  related  expenses  resulting  from  the  adoption  of  this  proposal. 
Machine  test  fees  would  be  deposited  in  the  current  state  special  revenue  account  and  program  costs  funded  from  this 
account. 


LFD 
COMMENT 


When  this  fiuiction  was  originally  set  up  the  volume  of  testing,  the  life  of  the  equipment  and 
software,  and  the  level  of  revenues  and  expenditures  were  uncertain.  The  division  feels  that  these 
items  can  now  be  more  readily  estimated  and  controlled. 


This  change  would  require  a  statutory  change,  and  LC  0324  has  been  drafted  for  introduction  in  the  2005  legislative 
session. 


DP  6  -  Request  Authoritv  To  Pav  ID  Bureau  -  The  executive  requests  authority  to  pay  the  Identification  Bureau  to 
process  fmgerprint  cards  for  license  applicant  background  checks.  Currently  the  division  collects  the  fees  from  gambling 
and  liquor  license  applicants  on  behalf  of  the  ID  Bureau  to  process  fmgerprint  background  checks.  The  division  then 
deposits  these  fees  into  an  ID  Bureau  account,  and  reconciles  fiind  deposits  with  all  accounting  of  fingerprints  processed. 
To  make  the  process  more  efficient,  the  division  would  like  to  be  able  to  collect  fees,  deposit  them  into  the  gambling 
state  special  revenue  account,  and  then  pay  the  bureau  when  they  process  the  fingerprints. 


LID 
COMMENT 


This  proposal  is  to  allow  the  Justice's  Information  Technology  Department  (LTD)  to  do 
fmgerprintmg  for  Gambling  Control  for  license  applications  for  video  machines  that  would,  in  turn, 
pay  ITD  for  this  service.  The  estimate  assumed  that  1,400  fmgerprint  background  checks  would  be 

done  per  year  at  $32  per  person.  During  the  base  year  1,200  checks  had  been  accomplished  and  the  department  is  on  pace 

to  do  1,250  in  FY  2005. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

151.00 

2.00 

(1.00) 

152.00 

2.00 

(1.00) 

152.00 

152.00 

Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 
Transfers 

4,510.760 

3,898,236 

36.616 

0 

0 

662.927 
73,737 

(3.801) 
0 
0 

(32,418) 

50,000 

0 

0 

0 

5,141,269 

4,021,973 

32.815 

0 

0 

660,604 

(77,128) 

(28,801) 

0 

0 

(32.329) 
0 
0 
0 
0 

5,139,035 

3,821,108 

7,815 

0 

0 

10,280,304 

7,843,081 

40,630 

0 

0 

Debt  Service 

224,731 

2.282.847 

0 

2,507,578 

(67,153) 

0 

157,578 

2,665,156 

Total  Costs 

$8,670343 

$3,015,710 

$17,582 

$11,703,635 

$487322 

($32329) 

$9,125336 

$20,829,171 

General  Fund 
State/Other  Special 
Proprietary 

4,925,852 

3,744,491 

0 

687,947 

2,327.763 

0 

(32,418) 

0 

50,000 

5,581,381 

6,072,254 

50,000 

504,047 

(16,525) 

0 

(32.329) 
0 
0 

5,397,570 

3,727,966 

0 

10,978,951 

9,800,220 

50,000 

Total  Funds 

$8,670343 

$3,015,710 

$17382 

$11,703,635 

$487322 

($32329) 

$9.125336 

$20,829,171 

Program  Description 

The  Motor  Vehicle  Division  (MVD),  under  provision  of  Title  61  and  Title  23,  MCA,  and  certain  federal  statutes,  is 
responsible  for: 

1 )  Examination  and  licensure  of  all  drivers 

2)  Creation  and  maintenance  of  permanent  driver  and  motor  vehicle  records 

3)  Titling  and  registration  of  all  vehicles  including  boats,  snowmobiles  and  ATVs 

4)  Inspection  and  verification  of  vehicle  identification  numbers 

5)  Licensure  and  compliance  control  of  motor  vehicle  dealers  and  manufacturers 

6)  Providing  motor  voter  registration 

Program  Highlights 


Department  of  Justice 

Motor  Vehicle  Division 

Major  Budget  Highlights 


The  net  increase  of  1 .00  FTE  over  the  base  budget  is  due  to  proposals 
to: 

•  Hire  2.00  FTE  as  Training  Specialists 

•  Remove  1 .00  FTE  due  to  Governor's  FTE  reduction 

$2.3  million  increase  in  state  special  revenue  is  for  interest  on 
borrowings  for  the  process  reengineering  and  installation  of  new 
information  technology 


Major  LED  Issues 


•  The  requested  appropriation  for  interest  on  borrowed  funds  for  the 
reengineering  of  processes  and  installation  of  new  information 
technology  in  the  Motor  Vehicles  Division  may  be  overstated 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 

Motor  Vehicle  Division 

Program  Funding 

Base 
FY  2004 

%  of  Base 
FY  2004 

Budget 
FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

01 100  General  Fund 
02225  Mvd  Inform  Tech  System  Hb577 
02422  Highways  Special  Revenue 
02545  Organ  Donor  Registry 
02798  Mvd  It  System  -  Hb261 
06080  Mvd/State  Information  Portal 
Grand  Total 

$  4,925,852 

67,153 

3,669,706 

7.632 

56.8% 
0.8% 

42.3% 
0.1% 

$    5,581,381 

350,000 

3,722,254 

2,000,000 

50,000 

$  11,703,635 

47.7% 

3.0% 

31.8% 

17.1% 

0.4% 

100.0% 

$  5,397,570 
3,727,966 

59.1% 
40.9% 

$  8,670,343 

100.0% 

$9,125,536 

100.0% 

The  Motor  Vehicle  Division  is  supported  by  the  general  fund  and  state  special  fimds.  State  special  funds  come  primarily 
from  the  Highway  State  Special  Revenue  Account  (HSRA). 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 


FTE 


General 

-Fiscal  2006 

State 

Federal 

Total 

Fund 

Special 

Special 

Funds 

796,711 

(212,308) 

(87,202) 

798 

FTE 


General 
Fund 


-Fiscal  2007 

State 
Special 


Federal 
Special 


Total 
Funds 


Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

Total  Statewide  Present  Law  Adjustments 

DP  8  -  Base  Adjustments  MVD  Field  Operations  Bureau 

2.00  86,048  57,366 

DP  10  -  Base  Adjustments  for  HE  577  Debt  Payments 

0.00  0  282,847 

DP  1 1  -  Required  New  General  Issue  License  Plates  -  OTO 

0.00  192,470  0 

DP  36  -  Base  Adjustments  MVD  Title  and  Registration  Bureau 

0.00  41,198  27,465 

DP  37  -  Base  Adjustments  for  HB  261  Debt  Payments 

0.00  0  2,000,000 

DP  121  -  Eliminate  OTO  Organ  Donor  Registry 

0.00  0  (7,632) 

DP  123  -  HB261  One  time  backfill  costs  reduction 

0.00  (40,205)  0 

DP  1 24  -  Field  Ops  -  One  time  only  expenditure  reduction 

0.00  (43,045)  0 

DP  125  -  Records/Drvs  Control  -  one  time  cost  reduction 

0.00  (28,801)  0 

DP  1 26  -  Title  &  Regis.  -  One  time  expenditure  reduction 

0.00  (50,000)  0 


Total  Other  Present  Law  Adjustments 

2.00  $157,665 

Grand  Total  All  Present  Law  Adjustments 


$2,360,046 


$497,999 


0 

143,414 

0 

282.847 

0 

192,470 

0 

68,663 

0 

2,000,000 

0 

(7,632) 

0 

(40,205) 

0 

(43,045) 

0 

(28,801) 

0 

(50,000) 

kO 

$2,517,711 

$3,015,710 

2.00 

79,484 

52,989 

0.00 

0 

(67,153) 

0.00 

0 

0 

0.00 

53,815 

35,877 

0.00 

0 

0 

0.00 

0 

(7,632) 

0.00 

(40,205) 

0 

0.00 

(43,045) 

0 

0.00 

(28,801) 

0 

0.00 

(50,000) 

0 

2.00 


($28,752) 


$14,081 


794,472 

(212,196) 

(87,214) 

7,131 

$502,193 


0 

132,473 

0 

(67,153) 

0 

0 

0 

89,692 

0 

0 

0 

(7,632) 

0 

(40.205) 

0 

(43,045) 

0 

(28,801) 

0 

(50,000) 

(0 

($14,671) 

$487,522 
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The  increase  in  personal  services  costs  of  $796,71 1  in  FY  2006  and  $794,472  in  FY  2007  is  mostly  due  to:  a)  pay  and 
benefits  for  positions  that  were  vacant  during  part  of  the  base  year  but  fully  funded  in  the  budget;  b)  reclassifications  of 
certain  positions  to  higher  levels  towards  the  end  of  the  base  year;  and  c)  the  25  cent  per  hour  pay  increase  and  insurance 
adjustment  for  each  staff  member  as  approved  by  the  2003  Legislature. 

Other  Present  law  adjustments  consist  of: 

DP  8  -  Base  Adjustments  MVP  Field  Operations  Bureau  -  The  executive  is  requesting  certain  base  budget  adjustments 
in  the  Motor  Vehicle  Division  -  Field  Operations  Bureau.  The  division  requests  2.00  FTE  as  training  and  development 
specialists.  The  division  also  requests  funding  for  overtime,  consulting  services,  computer  processing,  postage,  rent 
vehicles  repairs,  and  scanner  maintenance  contracts.  The  executive  requests  increases  to  the  base  of  $143,414  for  FY 
2006  and  $132,473  for  FY  2007. 


LH) 
COMMKNT 


Base  Adjustment  Details 


2.0  FTE  Training  and  Development  Specialists  -  $68,524  in  FY  2006  and  $68,328  in  FY  2007 

The  department  requests  fimding  for  personal  services  salaries  and  benefits  for  2.00  FTE  to  provide  additional  training 

resources  to  train  driver  licensing  and  driver  control  staff  and  develop  a  training  curriculum. 

Overtime  -  $5,000  in  FY  2006  and  FY  2007 

The  department  requests  overtime  for  division  personnel  providing  driver  licensing  examination  services.  MVD  spent 
$4,683  in  overtime  in  FY  2004  and  requests  $5,000  for  both  FY  2006  and  FY  2007.  All  overtime  is  removed  fi-om  the 
base  and  must  be  specifically  requested  in  order  to  be  funded. 

Consulting  Services  -  $20.600  in  FY  2006  and  $5,600  in  FY  2007 
There  are  two  request  for  contract  services: 

1)  A  request  for  proposal  process  (RFP)  to  help  the  department  define  the  requirements  for  the  digital  driver 
licensing  and  identification  process.  A  one-time  increase  of  $15,000  is  requested  in  FY  2006. 

2)  Additionally,  contract  services  were  established  in  late  FY  2004  for  the  processing  and  preparation  of  driver 
license  renewal  notices  at  $0.08  each  for  the  card,  processing,  printing,  and  preparation  for  mailing.  To 
annualize  this  contract  service  an  increase  of  $5,600  annually  is  requested. 

Computer  Processing  -  non  Department  of  Administration  ODOA)  -  $3,000  in  each  fiscal  year 

The  department  requests  funds  for  a  computer  process  necessary  to  implement  the  online  verification  of  each  licensed 

driver's  social  security  number  with  the  Social  Security  Administration. 

Postage  -  $1,808  in  each  fiscal  year 

The  department  is  requesting  that  postage,  related  to  HB  71 1  passed  by  the  2003  Legislature,  to  provide  for  driver  license 

expiration  mail  renewal  notices,  be  annualized. 

Rent  -  non  Department  of  Administration  (DO A)  -  $21.343  in  FY  2006  and  $25,598  in  FY  2007 

The  department  requests  an  increase  in  rent  provided  by  non  -  DOA  landlords.  Many  of  the  lease  contracts  for  field 

driver  licensing  offices  contain  annual  increases  of  3  percent  or  more. 
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COMMENl 

COM. 


Vehicles  -  Passenger  Repairs  -  $4.000  in  each  fiscal  year 

The  division  requests  fund  for  repairs  to  its  state  owned  vehicle  fleet.  This  fleet  has  increased  from  21 

to  27  vehicles. 


Maintenance  Contracts  -  $19.139  in  each  fiscal  year 
The  department  requests  ongoing  maintenance  contracts: 

1)  The  first  request  is  for  $5,250  for  scanning  equipment  for  drivers'  history  records. 

2)  The  second  is  for  $13,889  for  telephone  and  on-site  support  provided  to  twenty  users  when  it  is  necessary  to 
locate  and  correct  problems  with  hardware  and  software. 


DP  10  -  Base  Adjustments  for  HB  577  Debt  Pavments  -  The  executive  requests  budget  authority  for  interest  payments  on 
borrowed  fimds  related  to  the  Motor  Vehicle  System,  Phase  One,  Titling  System  project  (MVD  Project)  as  provided  by 
HB  577  passed  by  the  2001  Legislature.  The  executive  requests  $350,000  in  state  special  revenue  authority  as  a  biennial 
appropriation  in  FY  2006. 

As  stated,  in  2001,  the  Legislature  passed  HB  577,  which  authorized  the  Department  of  Justice  to  secure  a  $4.5  million 
loan  fi-om  the  Board  of  Investments  for  the  purpose  of  fmancing  the  MVD  Project.  The  MVD  Project  is  the  first  phase  of 
several  phases  and  it  included:  1)  an  in-depth  analysis  of  the  existing  systems  and  processes;  2)  looking  at  all  aspects  of 
the  motor  vehicle  titling  processes;  3)  design  of  the  forthcoming  best  practices  for  the  new  system;  4)  development  of  a 
complete  transition  plan  fi-om  the  existing  system  to  the  new  system;  and  5)  implementation  of  the  best  practices. 

As  requested  by  the  Department  of  Justice,  the  Board  of  Investments  initiated  the  $4.5  million  loan  in  FY  2002  under  the 
INTERCAP  loan  program.  The  Department  of  Justice  will  repay  this  debt  using  a  state  special  revenue  account  fianded 
through  a  $4  increase  in  lien  filing  fees.  The  revenue  projections  were  based  upon  157,324  lien-filing  fees  received  in  the 
first  year  of  the  program  plus  an  annual  growth  rate  of  0.75  percent.  At  this  rate  this  fee  would  generate  $629,300  in  the 
first  year. 

During  the  2005  biennium  the  Department  of  Justice  received  a  biennial  appropriation  of  $1,296,000  in  state  special 
revenues  for  debt  service  and  system  acquisition  needs  as  authorized  by  the  2001  Legislature.  In  FY  2004,  state 
accounting  policy  changed  to  only  require  appropriation  authority  for  interest  payments  and  not  for  principal.  Therefore, 
the  Department  of  Justice  is  only  asking  for  a  biennial  appropriation  of  $350,000  for  the  2007  biennium  to  make  the 
interest  payments  on  this  debt. 


LID 
ISSUE 


This  decision  package  requests  a  $350,000  biennial  appropriation  to  pay  the  interest  on  borrowed  fimds  for 
FY  2006  and  FY  2007.  The  line  item  shows  $282,847  in  FY  2006,  which  is  the  $350,000  less  the  amount  in 
the  base  of  $67,153.  The  negative  $67,153  in  FY  2007  removes  the  base  amount. 


Terms  of  the  Borrowing 

Amount  Borrowed:  The  project  has  borrowed  the  fiill  amount  of  $4.5  million  as  of  the  end  of  FY  2004. 

Loan  Amortization  Period:  10-years,  which  starts  at  the  date  of  the  first  borrowing.  The  department  now  has  a  set  10- 
year  amortization  schedule  with  the  Board  of  Investments,  which  began  on  September  2001.  Debt  payments  began  in  FY 
2004  and  will  end  on  August  15,  201 1 . 
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Interest  Rate:  The  interest  rate  on  this  borrowing  is  reset  in  February  of  each  year  and  is  based  upon  market 
conditions  for  this  type  of  loan.  The  interest  rate  that  was  set  in  February  2004  was  2.7  percent  per  aimum. 


Issues 


1)  Assiiming  a  2.7  percent  per  annum  interest  rate,  the  interest  expense  for  FY  2006  and  FY2007  would  be  $96,819 
and  $82,484,  respectively,  for  a  total  of  $179,304.  However,  the  department  is  requesting  $350,000  to  allow  for 
upward  fluctuations  in  the  interest  rate.  There  will  be  no  changes  in  the  amounts  borrowed  since  the  funds  are 
fully  borrowed  and  the  amortization  of  the  loan  has  been  set.  The  only  variable  on  this  loan  is  the  rate  of  interest. 

•  Option  1 :  The  legislature  may  direct  that  the  agency  adopt  the  current  rate  of  interest  for  the  2007 
biennium  and  set  the  appropriation  at  $179,304 

•  Option  2:  The  legislature  may  request  that  the  agency  use  a  different  rate  of  interest  for  February 
2005  and  February  2006  as  supplied  by  the  Board  of  Investment  or  some  other  authoritative  agency 
and  recalculate  the  amount  based  upon  these  assumption. 

2)  The  legislature  may  wish  to  restrict  the  use  of  this  appropriation  to  the  payment  of  interest  on  this  debt. 


LID 
CO.MMKNT 


A  complete  discussion  of  the  Team  261  project,  which  includes  the  HB  557  process,  can  be  found  in 
the  summary  section  of  this  analysis. 


DP  11  -  Required  New  General  Issue  License  Plates  -  OTO  -  The  executive  requests  a  one-time  present  law  base 
adjustment  of  $192,470  in  general  fund  for  FY  2006.  Montana  State  Prison  Industries  will  also  incur  additional  one-time 
costs  generated  by  the  new  general  issue  license  plates.  Revenues  received  from  the  sale  of  the  plates  will  offset  these 
production  costs.  Section  61-3-332(4)(b),  MCA,  requires  the  manufacture  and  issuance  of  new  general  issue  motor 
vehicle  license  plates  beginning  January  1 ,  2006. 


Ill) 
COM. MINI 


New  General  Issue  License  Plates  -  The  department  will  incur  the  cost  of  designing  the  new  plate, 
issuing  renewal  notices  and  delivery  of  the  new  plates  to  the  counties. 


The  cost  estimate  includes: 

Consulting 

Professional  services  for  the  development  and  design  of  the  new  general  issue  license  plate  are  requested  at  $5,000  in 
FY  2006. 

Secretarial  Services 

Temporary  administrative  support  will  process  the  more  than  120,000  new  plate  renewal  notice  cards  for 
personalized  license  plates  in  2006  and  to  backup  staff  who  will  be  making  the  deliveries.  An  increase  is  requested  in 
FY  2006  of  $18,700. 
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Printing.  Publications  and  Graphics 

Each  new  general  issuance  of  license  plates  requires  the  processing  of  more  than  120,000  new 
personalized  plate  renewal  orders,  the  purchase  of  1 . 1  million  additional  decals  marking  the  month  of 

the  license  expiration  for  law  enforcement,  and  the  delivery  of  more  than  1.1  million  license  plates  statewide  for  all  56 

counties.  A  total  increase  of  $101,920  for  FY  2006  is  requested  and  includes: 

•  Decals:  $82,720  in  FY  2006  for  1 . 1  million  decals  X  $0.0752/decal. 

•  Renewal  Notice  Cards:  The  new  issue  of  license  plates  requires  120,000  new  plate  renewal  notice  cards  for 
each  personalized  license  plate  currently  issued  at  an  estimated  increase  of  $1 ,200  in  FY  2006. 

•  Special  License  Plate  Envelopes:  The  new  issue  of  license  plates  requires  approximately  400,000  additional 
special  Ucense  plate  envelopes  at  an  increase  of  $18,000  in  FY  2006. 


Gasoline 

A  heavy-duty  delivery  truck  with  a  lift  is  used  to  deUver  the  new  license  plates  statewide  to  the  56  county  treasurers. 
An  increase  for  gasoline  in  FY  2006  of  $3,900  is  requested  (10,000  miles  /  5  miles  per  gallon  x  $1.95  per  gallon  = 
$3,900) 

Postage 

Approximately  120,000  new  plate  renewal  notice  cards  for  each  personalized  license  plate  currently  issued  will  be 
mailed  to  each  personalized  license  plate  holder  to  confirm  the  holder's  desire  to  order  the  new  issue  personalized 
license  plate.  An  increase  in  postage  of  $25,200  in  FY  2006  is  requested. 

United  Parcel  Service 

The  executive  requests  $7,700  in  FY  2006  for  distribution  of  specialty  license  plates  to  the  counties. 

In-State  Travel 

Individuals  will  participate  in  a  task  force  responsible  for  the  new  general  issue  plate  design,  and  others  will  travel  to 
deliver  new  plates.  An  increase  in  travel  in  FY  2006  is  requested  as  follows: 

•  hi-state  lodging  of  $  1 ,950  in  FY  2006 

•  hi-state  meals  over-night  of  $3, 1 00  in  FY  2006 

Autos  and  Trucks 

The  current  pickup  utilized  for  deliveries  has  long  ago  reached  its  expected  usable  life  and  will  need  to  be  replaced  prior 
to  the  increased  delivery  schedule  and  loads  required  by  the  new  plate  issue.  A  one-ton  4x4  with  a  covered  pickup  bed 
and  a  lift  to  replace  the  existing  vehicle  is  essential  to  the  timely  delivery  of  the  license  plates  to  the  56  county  treasurers 
offices  statewide.    The  weight  of  the  license  plates  makes  the  costs  not  feasible  to  utilize  commercial  freight;  therefore, 
the  division  utilizes  state  resources  to  complete  these  deliveries.  An  increase  in  FY  2006  of  $25,000  is  requested  to 
purchase  a  one-ton  4x4  truck  with  a  covered  bed. 


LFl) 
COMMENT 


The  department  estimates  that  general  fund  revenues  will  increase  by  approximately  $3,000,000  in 
FY  2006  and  $3,000,000  FY  2007  due  to  new  plate  fees. 


DP  36  -  Base  Adjustments  MVP  Title  and  Registration  Bureau  -  The  executive  is  requesting  certain  base  budget 
adjustments  in  the  Motor  Vehicle  Division  -  Title  and  Registration  Bureau.  This  decision  package  requests  increases  to 
the  base  of  $68,663  for  FY  2006  and  $89,692  for  FY  2007. 
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The  adjustments  are  as  follows: 


1)  Personnel  Services  -  Overtime  -  Overtime  is  removed  from  the  base  and  must  be  specifically  requested.  Overtime 

is  requested  at  $5,000  in  both  FY  2006  and  FY  2007.  This  compares  to  $13,606  that  was  expended  for 
overtime  for  FY  2004. 

2)  Legal  Fees  and  Court  Costs  -  Administrative  action  was  initiated  in  FY  2004  for  more  than  80  motor  vehicle 

dealers  that  were  not  in  compliance  with  state  statutes  and  rules.  Five  cases  are  expected  to  result  in  legal 
action,  each  with  an  annual  estimated  cost  of  $1 ,500.  An  increase  of  $7,500  is  requested  in  both  FY  2006  and 
FY  2007. 

3)  Printing/Publications  and  Graphics  -  Ongoing  Operating  Costs  ~  Cost  of  license  plate  decals  increased  from 

$0.042/decal  in  FY  2000  to  $0.061/decal  in  FY  2004  ~  an  average  annual  increase  of  1 1  percent.  Assuming 
the  same  rate  of  price  increases,  the  cost  for  each  decal  would  be  $0.0752  in  FY  2006  and  $0.0834  in  FY  2007. 
Approximately  2  million  expiration  decals  are  issued  each  year.  An  increase  for  expiration  decals  of  $28,400 
is  requested  in  FY  2006  and  $44,800  in  FY  2007. 

4)  Postage  -  Renewal  registration  notification  for  more  than  65,600  large  trucks  will  be  added  to  the  annual  mail 

renewal  notice  process  in  calendar  year  2005,  providing  mail  renewal  notices  for  all  motor  vehicles  required  to 
register  annually  as  provided  by  61-3-535,  MCA.  Postage  costs  will  increase  $15,100  in  FY  2006  and  $15,800 
in  FY  2007. 

5)  Telephone  Equipment  Maintenance  —  The  ongoing  maintenance  contract  for  this  equipment  was  effective  July 

2004  at  the  monthly  rate  of  $428.70.  A  total  increase  of  $5,144  is  requested  in  FY  2006  and  FY  2007. 

6)  Rent  -  The  lease  for  the  building  occupied  by  the  Title  and  Registration  Bureau  in  Deer  Lodge  expires  November 

2005.  The  FY  2004  cost  of  $123,460  is  expected  to  increase  3  percent  per  year  to  $130,979  in  FY  2006  and 
$134,908  in  FY  2007.  An  increase  of  $7,519  in  FY  2006  and  $1 1,448  in  FY  2007  is  requested. 

DP  37  -  Base  Adjustments  for  HB  261  Debt  Payments  -  The  executive  requests  budget  authority  for  interest  payments  on 
borrowed  funds  related  to  the  HB  261  funded  Motor  Vehicle  System,  Phase  Two,  Vehicle  Registration  and  Driver 
Licensing/Driver  Control  System  project.  The  executive  requests  $2,000,000  in  state  special  revenue  authority  as  a 
biennial  appropriation  in  FY  2006. 

In  2003,  HB  261  authorized  the  Department  of  Justice  (DOJ)  to  secure  an  $18  million  loan  from  the  Board  of 
hivestmicnts  for  the  purpose  of  financing  the  Motor  Vehicle  System  -  Phase  Two  -  Vehicle  Registration  and  Driver 
Licensing/Driver  Control  project.  This  second  phase  included:  an  in-depth  analysis  of  the  existing  systems  and 
processes,  looking  at  all  aspects  of  the  motor  vehicle  registration,  driver  licensing,  and  driver  control  processes;  design  of 
the  forthcoming  best  practices  for  the  new  system  for  those  titling  processes;  development  of  a  complete  transition  plan 
from  the  existing  arrangement  to  a  fully  implemented  new  Motor  Vehicle  System;  and  implementation  of  the  best 
practices  for  motor  vehicle  registration  and  driver  licensing/driver  control. 

During  FY  2004  the  Board  of  hivestments  initiated  the  $  1 8  million  loan  to  finance  the  HB  26 1  motor  vehicle  registration 
and  driver  licensing/driver  control  information  technology  system  under  the  INTERCAP  loan  program.  A  10-year 
repayment  schedule  for  this  debt  was  established  utilizing  a  state  special  revenue  account  funded  through  a  $5  increase  in 
titling  fees.  The  revenues  were  projected  based  upon  449,914  basic  title,  dealer  title  only,  duplicate  title,  and  lien  release 
title  paid  title  filing  fees  received  in  calendar  2003  plus  an  annual  growth  rate  of  2  percent. 

A  biennial  appropriation  of  $4,400,000  in  state  special  revenues  for  debt  service  and  system  acquisition  needs  was 
authorized  by  the  2003  Legislature.  The  initial  debt  service  payment  was  made  in  FY  2005.  In  FY  2004,  state 
accounting  policy  changed  to  only  require  appropriation  authority  for  interest  payments  (not  principal).  A  biennial 
amount  of  $2,000,000  is  requested  to  meet  the  interest  debt  obligation. 
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This  decision  package  requests  a  $2,000,000  biennial  appropriation  to  pay  the  interest  on  borrowed  fUnds  for 
FY  2006  and  FY  2007. 


Terms  of  the  Borrowing 

Amount  Borrowed:  The  project  can  borrow  up  to  $18.0  million  as  authorized  by  HB  261  passed  by  the  2003  Legislature. 
The  department  estimates  that  it  will  borrow  approximately  $2.5  million  by  the  end  of  December  31,  2004  and  the 
remainder  during  the  2007  biennium. 

Loan  Amortization  Period:  10-years,  which  starts  at  the  date  of  the  first  borrowing.  The  department  does  not  have  a  set 
10-year  repayment  schedule  because  the  full  amount  has  not  yet  been  borrowed.  However,  the  first  borrowing  was  in  FY 
2004  and  once  the  schedule  is  set  the  payments  will  end  in  FY  2015. 

Interest  Rate:  The  interest  rate  on  this  borrowing  is  reset  each  year  in  February  and  is  based  upon  market  conditions  for 
this  type  of  loan.  The  interest  rate  that  was  used  in  the  department's  projections  was  4.42  percent  per  annum.  This  was 
the  10-year  average  interest  rate  on  the  state's  INTERCAP  loan  program. 


LFD 
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Issues 


Assuming  a  4.42  percent  per  annimi  interest  rate,  the  interest  expense  for  FY  2006  and  FY  2007  would  be  $341 ,724  and 
$609,632,  respectively  for  a  total  of  $951,356.  However,  the  department  is  requesting  $2,000,000  to  allow  for  upward 
fluctuations  in  the  interest  rate  or  for  increased  borrowings  above  that  assumed  in  the  projections. 

•  Option  1 :  The  legislature  may  direct  that  the  agency  adopt  the  current  rate  of  interest  and  set  the  appropriation  at 
$951,356 

•  Option  2:  The  legislature  may  request  that  the  agency  use  a  different  rate  of  interest  for  each  fiscal  year  as 
supplied  by  the  Board  of  Investments  or  some  other  authoritative  agency  and  calculate  the  amount  based  on 
these  assumptions 

The  legislature  may  wish  to  restrict  the  use  of  this  appropriation  to  the  payment  of  interest  on  this  debt. 


1  LFD 

1  COMMENT 

A  complete  discussion  of  the  Team  261  project,  which  includes  the  HB  261  process,  can  be  found  in 
the  summary  section  of  this  analysis. 

DP  121  -  Eliminate  OTO  Organ  Donor  Registrv  -  The  executive  requests  the  elimination  of  the  FY  2004  one-time-only 
startup  organ  donor  registry  expenses.  Ongoing  costs  for  the  monthly  updates  to  the  organ  donor  registry  are  included  in 
the  present  law  budget. 

DP  123  -  HB261  One  time  backfill  costs  reduction  -  The  executive  requests  the  removal  of  $40,205  fi-om  the  base  in  FY 
2006  and  FY  2007  for  funds  to  pay  a  contractor  for  supporting  the  HB  261  project.  This  project  is  the  reengineering  of 
processes  and  the  installation  of  new  technology  in  the  motor  vehicle  titling  and  registration  area.  In  FY  2004  the  project 
hired  contractors  to  support  the  project.  For  the  2007  biennium  the  positions  are  budgeted  in  HB  2  so  contractor 
expenditures  are  not  necessary. 
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DP  124  -  Field  Ops  -  One  time  only  expenditure  reduction  -  The  executive  is  requesting  the  removal  of  $43,045  in  each 
of  FY  2006  and  FY  2007  for  remodeling  of  the  Billings  driver  licensing  facility  in  FY  2004.  Since  this  was  the  base  year 
this  amount  carried  over  to  FY  2006  and  FY  2007.  These  remodeling  costs  are  one-time-only  expenses  that  can  be 
removed  from  the  base  as  prior  general  fund  expenditures. 

DP  125  -  Records/Drvs  Control  -  one  time  cost  reduction  -  The  executive  recommends  the  removal  of  $28,801  in  each  of 
FY  2006  and  FY  2007.  These  funds  are  in  the  FY  2004  base  and  were  used  for  a  one-time  purchase  of  modular 
workstations  for  a  work  area  in  the  Records  and  Drivers  Control  Bureau. 

DP  126  -  Title  &  Regis.  -  One  time  expenditure  reduction  -  The  executive  requests  a  reduction  of  $50,000  in  each  of  FY 
2006  and  FY  2007  for  the  purchase  of  additional  postage  in  the  base  year  FY  2004.  This  purchase  was  to  insure  that  an 
adequate  amount  of  postage  would  be  available  for  the  next  fiscal  year.  This  was  a  one-time-only  expenditure  for  FY 
2004.  The  2007  biennium  contains  a  postage  request  considered  adequate  for  this  period. 


New  Proposals 


New  ProjMsals 


Program 


FTE 


General 

Fund 


-Fiscal  2006— 
State 
Special 


Federal 
Special 


Total 
Funds 


FTE 


General 
Fund 


-Fiscal  2007— 

State 

Special 


Federal 
Special 


Total 
Funds 


DP  1 2  -  MV  Proprietary  Account  Spending  Authority 
12  0.00  0 

DP  127  -  Statewide  FTE  Reduction 

12  (1.00)  (32,418) 


Total 


(1.00) 


($32,418) 


0 
0 

$0 


0  50,000  • 

0  (32,418) 

$0  $17,582* 


0.00 
(1.00) 
(1.00) 


0 

(32,329) 

($32,329) 


0 
0 

$0 


0  0 

0  (32,329) 

$0  ($32,329) 


DP  12  -  MV  Proprietary  Account  Spending  Authority  -  The  executive  is  requesting  authority  for  proprietary  funds  to 
cover  the  cost  of  development,  maintenance,  and  distribution  of  information  in  the  state's  motor  vehicle  and  driver 
licensing  database  applications.  A  biennial  spending  authorization  in  the  amount  of  $50,000  is  requested.  The  2003 
Legislature  passed  HB  767,  which  revised  the  laws  governing  the  release  of  information  amending  61-1 1-105,  MCA. 
This  statute  provides  for  a  convenience  fee  and  allows  for  the  use  of  a  point  of  entry  for  electronic  government  services. 


LI  I) 
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The  department  charges  certain  fees  to  authorized  vendors  that  access  various  databases.  These 
vendors  go  to  a  "point  of  entry"  on  the  Discovering  Montana  web  site  to  access  these  databases.  The 
vendors  are  looking  for  motor  vehicle  or  insurance  information  to  assist  them  in  their  businesses.  The 
department  is  authorized  to  charge  the  fee  for  this  access  as  per  61-1 1-105,  MCA.  This  request  is  asking  for  the  approval 
of  the  appropriation  to  spend  the  fees  that  are  collected  to  pay  for  enhancements  and  maintenance  to  the  databases  that  are 
being  accessed. 


DP  127  -  Statewide  FTE  Reduction  -  The  OBPP  is  proposing  the  continuance  of  a  2003  session  HB  2  directive  to  lessen 
general  funded  personal  services.  The  department  plans  to  remove  1.00  FTE  that  was  in  the  drivers  rehabilitation 
program. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

274.55 

0.00 

(7.38) 

267.17 

0.00 

(10.50) 

264.05 

264.05 

Personal  Services 
Operating  Expenses 
Equipment 

13,566,678 
4,636,800 
1,379,551 

822,355 

1,470,047 

168,504 

(133,226) 

(240,937) 

(49,626) 

14.255,807 
5,865,910 
1 ,498,429 

824,079 

(506,689) 

234,360 

(199,496) 

(333,981) 

(67,244) 

14,191.261 
3,796.130 
1,546,667 

28.447,068 
9.662.040 
3.045.096 

Total  Costs 

$19,583,029 

$2,460,906 

($423,789) 

$21,620,146 

$551,750 

($600,721) 

$19,534,058 

$41,154,204 

State/Other  Special 
Federal  Special 

18,718,765 
864,264 

2,330,804 
130,102 

282,469 

(706,258) 

21,332,038 
288,108 

435,240 
116.510 

380,053 
(980,774) 

19,534.058 
0 

40,866,096 
288.108 

Total  Funds 

$19,583,029 

$2,460,906 

($423,789) 

$21,620,146 

$551,750 

($600,721) 

$194i34,0S8 

$41,154,204 

Program  Description 

The  Highway  Patrol  Division  (HPD)  is  responsible  for  patrolling  the  highways  of  Montana,  enforcing  traffic  laws,  and 
investigating  traffic  crashes.  The  patrol  gives  assistance  and  information  to  motorists  and  first  aid  to  those  injured  in 
traffic  crashes,  transports  blood  and  medical  supplies  in  emergency  situations,  and  assists  other  law  enforcement 
agencies  when  requested.  The  patrol  provides  24-hour-a-day,  seven-day-a-week  communication  and  radio  dispatch  for 
the  Highway  Patrol  and  other  state  agencies.  The  Motor  Carrier  Safety  Assistance  program  (MCSAP)  attempts  to  reduce 
commercial  motor  vehicle  accidents  in  the  state  by  participating  in  the  Commercial  Vehicle  Safety  Alliance  (CVSA)  and 
its  North  American  DriverA'^ehicle  Inspection  program,  which  includes  all  levels  of  inspections  as  well  as  safety  review 
audits. 

Program  Highlights 
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Major  Budget  Highlights 


Net  decrease  of  10.50  FTE  due  to  the  transfer  of  the  Motor  Carrier 
Safety    Assistance    Program    and    12.50    FTE    to    Department    of 
Transportation,  offset  by  the  addition  of  2.00  FTE  for  the  "new 
entrant"  program 
State  special  fund  increase  of  $3.4  million  is  primarily  due  to 

•  $2.1  million  in  base  adjustments 

•  $0.9  million  to  restore  vacancy  savings 

•  $0.2  million  in  prisoner  per  diem 
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There  is  a  draft  bill  referred  to  as  LC  125  that  was  drafted  by  the  State  Administration  and  Veterans' 
Affairs  Interim  Committee,  which  is  expected  to  be  introduced  to  the  2005  Legislature  to  address 
highway  patrol  pay  issues.  The  Montana  Highway  Patrol  (MHP)  presented  information  to  the 
committee  that  showed  that  that  average  entry  wage  for  MHP  officers  was  significantly  less  than  the  entry  wage  for 
sheriffs  deputies  and  municipal  police  officers  in  eight  of  Montana's  most  populous  areas.  The  current  beginning 
wage  for  a  MPH  officer  is  $12.90  per  hour  compared  to  the  average  in  the  eight  counties  of  $16.52  per  hour.  The 
MHP  stated  that  this  fact  has  led  to  significant  turnover  in  officers.  A  survey  conducted  by  the  MHP  found  that  35 
officers  left  the  force  in  the  past  five  years  to  join  a  local  law  enforcement  agency. 

Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
Highway  Patrol  Division 

Program  Funding 

Base             %  of  Base           Budget 
FY  2004           FY  2004           FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

02003  Misc  Grants  And  Nrd 
02422  Highways  Special  Revenue 
03166  Mcsap-Truck  Inspection  Program 
Grand  Total 

$         91,420               0.5%     $        147,776 

18,627,345             95.1%        21,184,262 

864.264               4.4%             288.108 

$  19,583,029            100.0%     $  21,620,146 

0.7% 

98.0% 

1.3% 

100.0% 

$        147,751 
19,386,307 

0.8% 
99.2% 

$  19,534,058 

100.0% 

The  Highway  Patrol  Division  is  funded  primarily  fi-om  the  highways  state  special  revenue  account,  which  receives  most 
of  its  revenue  fi-om  fuel  taxes  and  gross  vehicle  weight  (GVW)  fees.  The  Motor  Carrier  Safety  Assistance  Program  is 
funded  with  85  percent  federal  funds  from  the  U.S.  Department  of  Transportation,  combined  with  15  percent  state  match. 
Although  the  actual  requirement  is  20  percent,  utilizing  highway  patrol  officers  to  conduct  truck  inspections  for  the 
federal  government  provides  5  percent  of  the  match  required.  The  remainder  comes  from  highways  state  special  revenue 
funds. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Present  Law  Adjustments 

Fiscal  2006 

General                State 
FTE                  Fund                Special 

Federal 
Special 



Total 
Funds 

fiscal  2007 

Kit, 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

599,624 

(566,650) 

(33,759) 

51,632 

601,405 

(566,707) 

(33,798) 

51,872 

Total  Statewide  Present  Law  Adjustments 

$50,847 

$52,772 

DP  13  -  Base  Adjustment  MHP  Operations 

0.00                      0 
DP  14  -  Base  Adjustments  MCSAP 

0.00                      0 
DP  38  -  Base  Adjustment  Recruit  School 

0.00                        0 
DP  131  -  Exempt  statfpay  raise  reduction 

0.00                        0 
DP  1 32  -  Biennial  appropriation  for  prisoner  per  diem 

0.00                      0 

923,143 

22,129 

21,083 

(9,903) 

1,065,090 

0 
388,517 
0 
0 
0 

923,143 

410.646 

21,083 

(9,903) 

1,065,090 

0.00 
0.00 
0.00 
0.00 
0.00 

0 
0 
0 
0 
0 

1,017,204 
18,769 
21,083 
(9,903) 

(923,252) 

0 
375,077 
0 
0 
0 

1,017,204 

393,846 

21,083 

(9,903) 

(923,252) 

Total  Other  Present  Law  Adjustments 

0.00                     SO 

$2,021,542 

$388,517 

$2,410,059 

0.00 

$0 

$123,901 

$375,077 

$498,978 

Grand  Total  All  Present  Law  Adjustments 

$2,460,906 

$551,750 

The  increase  in  personal  service  costs  of  $599,624  in  FY  2006  and  $601,405  in  FY  2007,  is  mostly  due  to:  a)  pay  and 
benefits  for  51  uniformed  and  24  civilian  positions  (mostly  at  the  communications  center)  that  were  vacant  during  part  of 
the  base  year  but  fully  funded  in  the  budget,  and  b)  the  25  cent  per  hour  pay  increase  and  insurance  adjustment  for  each 
staff  member  as  approved  by  the  2003  Legislature. 

Other  Present  law  adjustments  consist  of: 

DP  13  -  Base  Adjustment  HPD  Operations  -  The  executive  requests  an  increase  of  $923,143  in  FY  2006  and  $1,017,204 
in  FY  2007  in  the  stated  special  revenues  for  the  Montana  Highway  Patrol  budget.  This  budget  supports  the  uniformed 
officers  in  seven  districts,  officers  and  support  staff  in  the  Helena  headquarters,  the  aircraft  unit,  radio  technicians,  and 
the  communication  center  (dispatch)  in  Helena. 
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Base  Adjustment  Details 


Overtime  -  $488.125  for  FY  2006  and  $488.125  for  FY  2007 

Overtime  is  requested  for  uniformed  personnel,  civilian  personnel  and  communication  system  operators  (dispatchers),  as 
well  as  "special  overtime"  for  traffic  control  in  the  filming  of  movies  and  commercials,  bike  trips,  DUI  Task  Force 
activities,  construction  zones  and  other  emergencies.  The  HPD  spent  $445,913  in  overtime  in  FY  2004.  Because 
overtime  is  a  zero  based  item,  the  entire  amount  must  be  requested.  The  HPD  had  1 9  uniformed  vacancies  in  FY  2004 
and  is  requesting  $42,212  to  cover  those  positions  for  regular  and  special  overtime. 
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Gasoline  -  $66.190  for  FY  2006  and  $66.190  for  FY  2007 

The  Highway  Patrol  used  348,345  gallons  of  gas  in  FY  2004.  The  HPD  is  requesting  that  funding  be 
added  to  the  budget  to  allow  another  36,772  gallons  to  cover  19.00  FTE  (all  patrolmen)  that  were 
vacant  during  the  base  year.  The  Highway  Patrol  spent  $5 1 6,45 1  on  gas  in  FY  2004. 


COMMENT 
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Rent  -  Non-DOA  Buildings  -  $57.124  for  FY  2006  and  $63.729  for  FY  2007 

The  Highway  Patrol  pays  annual  lease  rents  for  radio  tower  sites.  The  HPD  spent  $44,743  in  FY  2004  for  these  lease 
rents  around  the  state.  The  increase  is  requested  due  to  anticipated  increases  of  seven  percent  on  existing  sites  and  the 
addition  of  sites. 

Maintenance  Contracts  -  $160.000  for  FY  2006  and  $164.800  for  FY  2007 

The  HPD  completed  its  Computer  Aided  Dispatch  and  Records  Management  System  and  a  portion  of  the  mobile  data 
terminal  program.  The  systems  development  and  implementation  were  funded  with  a  federal  grant.  The  ongoing 
maintenance  is  the  responsibility  of  the  HPD. 

Eouipment  Autos  and  Trucks  -  $151.704  for  FY  2006  and  $234.360  for  FY  2007 

The  HPD  surpluses  patrol  vehicles  when  the  mileage  is  between  90,000  and  100,000(+)  miles.  To  maintain  the  current 
fleet,  63  vehicles  are  replaced  each  year  (one-third  of  the  fleet).  Industry  representatives  informed  the  HPD  that  the 
increase  in  cost  for  these  vehicles  is  six  percent  per  year.  The  average  vehicle  cost  in  FY  2004  was  $19,474.  The  HPD  is 
projecting  vehicles  to  cost  $21,882  in  FY  2006  and  $23,194  in  FY  2007.  The  HPD  spent  $1,226,862  on  vehicles  in  FY 
2004.  To  replace  63  vehicles  each  year  of  the  next  biennium,  an  increase  of  $151,704  in  FY  2006  and  $234,360  is 
requested  to  cover  this  expense. 


DP  14  -  Base  Adjustments  MCSAP  -  The  executive  requests  an  increase  of  $410,646  in  FY  2006  and  $393,846  in  FY 
2007  in  the  base  for  the  Motor  Carrier  Safety  Assistance  Program  (MCSAP)  budget.  Personnel  perform  inspections  and 
enforce  federal  and  state  regulations  regarding  hazardous  material  and  safety  for  inter-state  and  intra-state  commercial 
motor  carriers. 


Ill) 
COMMKM 


Base  Adjustment  Details 


Personal  Services  -  $300.000  for  FY  2006  and  $300.000  for  FY  2007 

MCSAP  is  required  to  perform  inspections  on  commercial  motor  vehicles  and  compliance  reviews  on  motor  carriers 
subject  to  federal  and  state  regulations.  To  cover  these  costs,  federal  authority  of  $300,000  is  requested  for  each  year  of 
the  biennium.  No  matching  funds  are  requested. 

Overtime  -  $421  for  FY  2006  and  $421  for  FY  2007 

The  HPD  spent  $421  in  FY  2004  on  overtime  and  expects  these  costs  to  continue. 
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CONT. 


Consulting  and  Professional  Services  -  $45.000  for  FY  2006  and  $45.000  for  FY  2007 
With  the  advent  of  Homeland  Security  and  its  relationship  to  HAZMAT  education  and  enforcement, 
MCSAP  will  provide  training  to  law  enforcement  agencies  and  educate  commercial  motor  vehicle 
operators  and  the  public  regarding  hazardous  materials.  This  funding  would  be  used  to  hire  private  firms  to  provide 
instructors  and  educational  materials.  HPD  is  requesting  $45,000  ($9,000  state  special  gas  tax  and  $36,000  federal)  in 
each  year  of  the  biennium. 


Travel  and  Training  -  $48.425  for  FY  2006  and  $48.425  for  FY  2007 

With  the  advent  of  Homeland  Security  and  with  the  HPD's  responsibility  to  monitor  hazardous  material  loads,  MCSAP 

will  be  providing  HAZMAT  training  classes  to  100  individuals  per  year  from  the  HPD  and  other  law  enforcement 

agencies.    The  training  is  one  week  long.  Travel,  meals  and  lodging  are  requested  at  $48,425  for  each  year  of  the 

biennium. 

Muhi  User  Computer  -  $16.800  for  FY  2006 

This  request  would  replace  and  upgrade  laptop  computers  utilized  by  MCSAP  inspectors  for  daily  operations.   HPD  is 

requesting  8  computers  at  $2,100  each  for  a  total  of  $16,800  ($3,360  state  special  gas  tax  and  $13,440  federal)  in  FY 

2006. 


DP  38  -  Base  Adjustment  Recruit  School  -  The  executive  requests  an  mcrease  of  $21,083  in  FY  2006  and  $21,083  in  FY 
2007  in  the  base  for  the  Recruit  Training  School  budget.  The  HPD  conducts  an  annual  Recruit  Training  School  to  train 
the  new  recruits  to  fill  vacancies.  Training  consists  of  16  weeks  of  on-campus  training  and  eight  weeks  of  field  training. 


LFD 
COMMENT 


Overtime 


Base  Adjustment  Details 


In  FY  2004,  the  HPD  spent  $738  on  overtime  and  requests  the  same  amount  for  the  2007  biennium. 

Differential  Pav 

Differential  pay  is  required  for  any  officer  serving  as  a  Field  Training  Officer  (FTO).  The  increase  m  differential  pay 
would  provide  fionding  for  a  FTO  to  cover  the  time  required  for  25  recruits.  The  HPD  spent  $5,372  (13  recruits)  for 
differential  in  FY  2004.  The  HPD  is  requesting  to  maintain  the  $10,000  base  in  each  year  of  the  biennium. 

Travel/In-State  Lodging 

State  lodging  to  cover  the  eight-week  field-training  portion  of  the  school  due  to  increases  in  lodging  rates  in  certain  high- 

cost  cities  at  certain  times  of  the  year.  An  increase  of  $10,345  is  requested  for  each  year  of  the  biennium. 


DP  131  -  Exempt  staff  pav  raise  reduction  -  The  executive  is  requesting  that  exempt  staff  pay  raises  be  reduced  to  the  FY 
2004  base. 


1  LIT) 

1  COMMENT 

Please  refer  to  the  table  entitled  Removal  of  Exempt  Staff  Pav  Raises  located  in  the  summarv  section 
for  an  explanation  of  this  amount  and  the  original  source  of  its  funding. 

DP  1 32  -  Bienmal  appropriation  for  prisoner  per  diem  -  The  executive  requests  a  biennial  appropriation  for  prisoner  per 
diem.  This  is  the  cost  the  HPD  pays  to  board  prisoners  in  the  county  detention  facilities.  The  cost  per  day  is  negotiated  in 
contracts  by  the  Department  of  Corrections  with  each  coimty.  The  per-day  cost  ranges  from  $32.14  to  $90.12  for  each 
day  a  prisoner  is  incarcerated.  The  HPD  spent  $923,252  for  prisoner  per  diem  in  FY  2004.  This  request  assumes  costs 
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will  increase  by  3  percent  per  year  for  a  total  of  $1,988,342  for  the  biennium.  This  would  require  an  increase  of 
$1,065,090  (required  amount  of  $1,988,342  less  base  of  $923,252  equals  the  incremental  amount  of  $1,065,090)  above 
the  base  for  the  biennium. 


New  Proposals 

New  Proposals 

General 
Program                FTE                  Fund 

-iscal2006 

State               Federal               Total 
Special              Special               Funds 

-Fi<wjil  JOOl    -    - 

FTE 

General 

Fund 

Stale 
Special 

Federal 
Special 

Total 
Funds 

DP  15  -  MCSAP  New  Entrant  Program 

13               2.00                        0                        0              158,065              158,065 
DP  1 35  -  Restore  Vacancy  Savings  for  Patrol  Officers  (Requires  Legislation) 

13               0.00                        0              407,283                        0              407,283 
DP  136  -  Transfer  MCSAP  Program  to  Dept  of  Transportation  (Requires  Legislation) 

13            (9.38)                        0           (124,814)           (864,323)           (989,137) 

Total            (7.38)                      $0            $282,469         ($706,258)       ($423,789)* 

2.00 

0.00 

(12.50) 

(10.50) 

0 
0 
0 

$0 

0 

543,074 

(163,021) 

$380,053 

104,270 

0 

(1,085,044) 

($980,774) 

104,270 

543,074 

(1,248,065) 

($600,721) 

DP  15  -  MCSAP  New  Entrant  Program  -  The  executive  requests  $158,065  in  FY  2006  and  $104,270  in  FY  2007  for  the 
Motor  Carrier  Safety  Assistance  Program  (MCSAP).  Section  personnel  perform  inspections  and  enforce  adherence  to 
federal  and  state  regulations  regarding  hazardous  material  and  safety  by  inter-state  and  intra-state  commercial  motor 
carriers.  The  Federal  Highway  Administration  has  authorized  MCSAP  fiinds  to  be  used  for  the  New  Entrant  Program 
that  provides  new  commercial  motor  vehicle  companies  with  assistance  in  setting  up  driver  education  and  commercial 
vehicle  safety  programs.  This  program  is  not  part  of  the  current  program  as  listed  in  DP  136  below.  There  is  no  required 
federal  match  for  this  program. 


COMiMKNT 


The  executive  is  requesting  authority  for  2.00  FTE  and  associated  expenses  including  clothing,  minor 
equipment,  fuel,  travel  expenses,  repair  and  maintenance,  computers,  and  vehicles. 


DP  135  -  Restore  Vacancv  Savings  for  Patrol  Officers  (Requires  Legislation)  -  LC  125,  requested  by  the  State 
Administration  and  Veterans'  Affairs  Interim  Committee,  would  statutorily  exempt  the  Montana  Highway  Patrol  fi-om 
vacancy  savings.  This  decision  package  restores  vacancy  savings  to  the  Highway  Patrol  and  is  contingent  on  the  passage 
and  approval  of  both  LC  125  and  a  bill  that  transfers  the  Motor  Carriers  Safety  Assistance  Program  (MCSAP)  to  the 
Department  of  Transportation. 

DP  136  -  Transfer  MCSAP  Program  to  Dept  of  Transportation  (Requires  Legislation)  -  By  mutual  agreement  of  the 
Department  of  Justice,  the  Department  of  Transportation,  and  the  Governor's  Office,  the  executive  requests  transfer  of 
the  MCSAP  to  the  Department  of  Transportation.  This  transfer  would  consolidate  all  commercial  motor  vehicle 
regulation  functions  in  one  group.  This  move  would  be  effective  Oct  1 ,  2005  and  would  be  contingent  on  the  passage 
and  approval  of  legislation  to  authorize  this  transfer  and  of  LC  1 25. 

Language 

There  is  appropriated  fi-om  the  Highway  Patrol  Retirement  clearing  account  to  the  department  for  payments  to  the 
Montana  Highway  Patrol  Pension  Fund.  The  amount  required  for  this  transfer  is  not  to  exceed  $  1 ,200,000  (state  special 
revenue)  for  each  fiscal  year. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

77.50 

(4.00) 

6.00 

79.50 

(3.00) 

6.00 

80.50 

80.50 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

3,075,309 

1,693,910 

25,136 

15,992 

603,078 

242,260 

60,000 

0 

290,791 

346.704 

16.757 

22.050 

3.969,178 

2,282,874 

101.893 

38.042 

660,753 

314,489 

60.000 

0 

289,798 

346,902 

16.757 

22.050 

4,025,860 

2,355,301 

101,893 

38,042 

7,995,038 

4,638,175 

203,786 

76,084 

Total  Costs 

$4,810,347 

$905338 

$676302 

$6391,987 

$1,035,242 

$675307 

$6321,096 

$12,913,083 

General  Fund 
State/Other  Special 
Federal  Special 

2,639,892 

884,362 

1,286,093 

147,398 

683.836 

74,104 

0 

75,894 

600,408 

2,787.290 
1,644,092 
1,960,605 

277,775 

661,529 

95,938 

0 

75.894 

599,613 

2,917,667 
1,621,785 
1,981,644 

5,704,957 
3,265,877 
3,942,249 

Total  Funds 

$4,810,347 

$905338 

$676302 

$6391,987 

$1,035,242 

$675307 

$6321,096 

$12,913,083 

Program  Description 

The  Division  of  Criminal  Investigation  includes  the  administration,  management,  and  coordination  of  criminal 
investigative  services  and  training  performed  by  the  Investigations  Bureau,  the  Narcotics  Bureau,  and  the  Law 
Enforcement  Academy  Bureau. 

The  Investigations  Bureau  consists  of  four  sections: 

•  Fire  Prevention  and  Investigation  Section  -  This  section  is  responsible  for  safeguarding  life  and  property  from 
fire,  explosion,  and  arson  through  investigative,  inspection,  and  fire  code  interpretation  and  enforcement. 

•  Investigative  Support  Section  -  This  section  is  responsible  for  investigating  crimes  involving  the  use  of 
computers;  maintaining  the  Sexual  and  Violent  Offender  Registry;  providing  advanced  training  opportunities  for 
law  enforcement  officials  statewide;  establishing  a  statewide  intelligence  center;  and  addressing  homeland  security 
issues. 

•  Major  Case  Section  -  This  section  provides  criminal  investigative  assistance  to  city,  county,  state  and  federal  law 
enforcement  agencies.  Investigations  include  homicide  and  other  violent  crimes,  organized  crime  activity,  white- 
collar  crimes,  sex  crimes,  corruption,  official  misconduct,  theft,  complex  financial  crimes,  workers  compensation 
fraud,  and  internal  agency  investigations. 

•  Medicaid  Fraud  Control  Section  -  This  section  is  responsible  for  investigating  any  crime  that  occurs  in  a  health 
care  facility,  including  thefl,  drug  diversion,  sexual  assault  and  homicide.  The  section  also  investigates  elder 
exploitation,  elder  abuse  and  fraud  by  providers  within  the  Medicaid  system.  This  may  include  investigations  into 
doctors,  dentists,  durable  medical  equipment  companies,  mental  health  providers  and  other  Medicaid  providers. 

The  Narcotics  Bureau  investigates  dangerous  drug  violations  and  provides  investigative  assistance  to  city,  county,  state 
and  federal  law  enforcement  agencies  as  requested.  The  bureau  also  investigates  organized  criminal  activity  and  assists 
the  Investigations  Bureau  in  its  investigations.  The  division's  narcotics  agents  work  in  an  undercover  capacity  on  a 
regular  basis  to  investigate  narcotics  related  crimes  and  also  respond  to  methamphetamine  laboratories  statewide. 
Division  of  Criminal  Investigation  drug  enforcement  teams  operate  throughout  Montana  and  coordinate  their  efforts  with 
several  local  drug  teams  as  well  as  federal  authorities. 

The  Law  Enforcement  Academy  Bureau  provides  criminal  justice  officers  and  other  qualified  individuals  with  basic  and 
specialized  training  in  the  field  of  law  enforcement.  More  than  1,000  officers  and  associated  criminal  justice  personnel 
attend  the  academy  each  year.  Basic  Programs  provide  entry-level  certification  training  for  law  enforcement  officers, 
corrections/detention  officers  and  public  safety  communicators.  The  Professional  and  Advanced  Training  Program  is 
responsible  for  advanced/specialized  training  for  police  officers  and  associated  criminal  justice  personnel. 
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Program  Highlights 


Department  of  Justice 

Criminal  Investigation  Division 

Major  Budget  Highlights 


Net  increase  of  3.00  FTE 

•  Increase  of  5.00  FTE  for  homeland  security  efforts 

•  Increase  of  2.00  FTE  for  the  drug  taskforce 

•  Decrease  of  4.00  FTE  in  welfare  fraud  investigation 
$425,000    increase    in    general    fund    is    primarily    for    vehicle 
replacements  and  statewide  present  law  adjustments 

State  special  revenue  increases  are  primarily  in  law  enforcement 
academy  activities 

$1.4   million  increase   in   federal   fund  authority  is  primarily  for 
homeland  security  and  drug  task  force  efforts 


Major  LFD  Issues 


•     Law   Enforcement   Academy   collection   of  surcharge   shortfall   of 
$300,000  per  year. 


Funding 

The  following  table  shows  program  fimding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 

Div.  Of  Criminal  Investigation 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$  2,639,892 

54.9% 

$2,787,290 

43.6% 

$2,917,667 

44.7% 

02003  Misc  Grants  And  Nrd 

297,847 

6.2% 

378,026 

5.9% 

358,255 

5.5% 

02079  Fire  Protection  &  Permitting 

40,270 

0.8% 

39,054 

0.6% 

38,947 

0.6% 

02143  Drug  Forfeitures-State 

41,477 

0.9% 

62,333 

1.0% 

62,312 

1.0% 

02546  Mtlaw  Enforc.  Acad.  Surcharge 

504,768 

10.5% 

1,164,679 

18.2% 

1,162,271 

17.8% 

03 1 87  Bcc  Grants  To  Dept.  Of  Justice 

893,895 

18.6% 

1,111,887 

17.4% 

1,111,840 

1 7.0% 

03800  Medicaid  Fraud 

392,198 

8.2% 

418,363 

6.5% 

440,143 

6.7% 

03801  Dept  Of  Justice-Misc  Grants 

- 

. 

430.355 

6.7% 

429.661 

6.6% 

Grand  Total 

$4,810,347 

100.0% 

$6,391,987 

100,0% 

$6,521,096 

100.0% 

The  Fire  Prevention  and  Investigation  Bureau,  and  general  criminal  investigation  are  primarily  funded  by  the  general 
fund.  The  general  fund  is  also  used  to  match  welfare  and  Medicaid  fraud  investigations.  General  fund  supports  the 
eastern  narcotics  investigation  effort  and  provides  match  for  the  western  effort.  Federal  funds  are  the  major  source  of 
funding  for  the  western  narcotic  investigation  efforts.  The  Montana  State  Fund  supports  state  fund  fraud  investigation 
and  prosecutions. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.   Decisions  on  these 
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items  were  applied  globally  to  all  agencies.    The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

^^^ 

pj..^«i  '>nn«; 

-icrni  7(1(17 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

933,465 

929,121 

Vacancy  Savings 

(160,353) 

(160,179) 

Inflation/Deflation 

7,865 

5,197 

Fixed  Costs 

18,287 

20,625 

Total  Statewide  Present  Law  Adjustments 

$799,264 

$794,764 

DP  18  -  Montana  Law  Enforcement  Academy  Base  Adjustment 

0.00                      0 

180,530 

0 

180,530 

0.00 

0 

180,530 

0 

180,530 

DP  1 9  -  One  Narcotics  Regional  Agent  in  Charge  -Miles  City 

0.00                      0 

0 

0 

0 

1.00 

61,451 

0 

0 

61,451 

DP  20  -  Reinstate  vehicle  replacement  program 

0.00               75,578 

20,000 

0 

95,578 

0.00 

97,032 

0 

0 

97,032 

DP  21  -  Medicaid  Fraud  Program  -  COLA 

0.00                      0 

0 

0 

0 

0.00 

7,276 

0 

21,829 

29,105 

DP  22  -  Present  Law  Base  Adjustment  for  Division 

0.00                      0 

0 

0 

0 

0.00 

42,000 

0 

0 

42,000 

DP  1 8 1  -  Decrease  FTE  due  to  lack  of  funding 

(4.00)                      0 

0 

(170,034) 

(170,034) 

(4.00) 

0 

0 

(169,640) 

(169,640) 

Total  Other  Present  Law  Adjustments 

(4.00)             $75^78 

$200^30 

($170,034) 

$106,074 

(3.00) 

$207,759 

$180,530 

($147,811) 

$240,478 

Grand  Total  All  Present  Law  Adjustments 

$905,338 

$1,035,242 

Statewide  present  law  adjustments  consist  of: 

1)  The  increase  in  personal  service  costs  of  $933,465  in  FY  2006  and  $929,121  in  FY  2007,  is  mostly  due  to:  a)  pay 
and  benefits  for  positions  that  were  vacant  during  part  of  the  base  year  but  fiilly  funded  in  the  base  budget;  and 
b)  the  25  cent  per  hour  pay  increase  and  insurance  adjustment  for  each  staff  member  as  approved  by  the  2003 
Legislatiire. 

Other  Present  law  adjustments  consist  of: 

DP  18  -  Montana  Law  Enforcement  Academy  Base  Adjustment  -  The  executive  requests  $361,060  of  state  special 
revenue  authority  for  the  biennium  to  raise  the  spending  authority  of  the  Montana  Law  Enforcement  Academy  (MLEA) 
to  that  level  appropriated  in  FY  2004.  Spending  in  the  base  year  was  much  less  than  was  appropriated  due  the  cash 
shortage  in  the  new  MLEA  surcharge  account. 


LFD 
ISSUE 


The  request  m  DP  18  proposes  an  increase  in  the  base  budget  of  $180,530  in  each  fiscal  year  to  get  to  $1.2 
million  in  each  year  of  the  biennium  for  the  operation  of  the  academy.  The  FY  2004  appropriation  was  $1.1 
million.  This  effort  is  funded  with  a  $10  surcharge  made  by  the  courts  of  limited  jurisdiction  on  certain 
criminal  convictions  as  per  3-1-318,  MCA,  and  by  tuition  charged  to  students.  The  department  only  collected  about  $0.5 
million  from  the  surcharge  and  about  $0.1  million  in  tuition,  which  created  a  $0.5  million  shortfall  during  FY  2004.  To 
cover  this  shortfall,  the  department  increased  fees  charged  to  the  students  attending  the  school  by  about  $0.1  million  and 
reduced  expenses  by  about  $0.1  million.  The  remaining  deficit  of  $0.3  million  was  covered  with  carry  over  funds  and 
program  transfers  from  other  areas  within  the  department.  The  department  did  find  out  via  an  audit  during  FY  2005  that 
about  $0.2  million  of  the  surcharge  was  sent  to  the  Judiciary  by  mistake,  increasing  the  total  collections  to  $0.7  million. 
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The  department  believes  that  the  original  estimate  for  the  collection  of  this  fee  was  overestimated  and  that 
future  collections  should  be  approximately  $0.7  million  per  year  and  tuition  should  remain  at  $0.2  million. 
However,  $1.2  million  is  needed  in  each  of  FY  2006  and  FY  2007  to  fund  the  executive  budget.  At  this 
level  of  appropriation,  the  academy  would  have  a  $0.3  million  shortfall. 


Options  for  the  legislature: 

1)  Raise  the  fee  charged  as  per  3-1-318,  MCA  from  $10.00  per  case  to  $14.00  per  case  to  cover  the  cost  of  the 
program  (assuming  70,000  convictions  at  $14.00  per  conviction) 

2)  Request  that  the  academy  raise  the  $300,000  from  class  participants.  Assuming  full  attendance  of  each  class  the 
charge  per  participant  would  be  about  $750  per  student  (assuming  an  average  of  400  students) 

3)  Do  some  combination  of  each  of  options  1  and  2  as  noted  above 

4)  Fund  a  portion  of  the  academy  with  general  fund 

DP  19  -  One  Narcotics  Regional  Agent  in  Charge  -Miles  City  -  The  executive  requests  $61,451  of  general  fund  and  1.00 
FTE  in  FY  2007  to  fund  a  supervisor  in  the  division's  Miles  City  narcotics  office  -  the  Eastern  Montana  Drug  Task 
Force.  The  Eastern  Montana  Drug  Task  Force  (EMDTF)  is  a  grant-funded  operation  located  in  Miles  City,  Montana, 
consisting  of  one  supervisor,  one  administrative  support,  and  three  local  law  enforcement  agents.  The  task  force 
represents  a  partnership  between  local  and  state  law  enforcement  entities  and  is  funded  through  local  and  federal  funds. 
The  EMDTF  Regional  Agent  in  Charge  (RAC)  is  currently  staffed  with  an  agent  position  "borrowed"  from  the  Billings 
narcotics  team.  This  effectively  reduces  the  staff  in  Billings  by  one  agent  position.  This  proposal  provides  the  EMDTF 
with  its  own  RAC  position,  so  that  the  "borrowed"  agent  position  can  return  to  Billings.  This  request  would  add  state 
support  of  this  currently  local  and  federal  government  funded  team. 

DP  20  -  Reinstate  vehicle  replacement  program  -  The  executive  requests  a  total  of  $192,610  ($172,610  of  general  fund 
and  $20,000  of  state  special  revenue  authority)  for  the  biennium  to  reinstate  the  division's  vehicle  replacement  program. 
This  request  allows  the  division  to  purchase  six  vehicles  over  the  biennium  (1  for  the  workers  compensation  fraud 
investigator  and  5  for  narcotics  investigators),  and  lease  4  pickup  trucks  for  the  deputy  state  fire  marshals  and  3  sedans 
for  general  investigators.  In  FY  2002,  DCI  had  its  vehicle  replacement  program  removed  from  its  budget  by  the 
legislature,  supported  by  the  Governor's  office.  The  current  fleet  contains  10  vehicles  with  over  100,000  miles  and  40 
percent  of  the  vehicle  fleet  had  over  80,000  miles  as  of  April  2004. 

DP  21  -  Medicaid  Fraud  Program  -  COLA  -  The  executive  requests  a  total  of  $29,105  in  FY  2007,  $7,276  of  general 
fund  and  $21,829  of  federal  special  revenue  authority,  to  pay  for  increases  in  the  present  law  base  of  the  Medicaid  Fraud 
Control  Unit.  Each  year,  the  Medicaid  Fraud  grant  allows  for  a  5  percent  cost-of-living  adjustment.  The  Medicaid  Fraud 
Control  Unit  is  funded  25  percent  from  the  general  fund  and  75  percent  from  federal  funds. 
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The  Medicaid  Fraud  Control  Unit  was  initially  established  to  investigate  Medicaid  provider  fraud 
and  elder  abuse  and  exploitation  cases  in  Medicaid  participating  facilities.  In  recent  years,  the  unit 
has  grown  to  include  elder  abuse  and  exploitation  cases  anywhere,  not  only  restricted  to  facilities  that 
receive  Medicaid  fiinding.  The  unit's  caseload  has  increased  due  to  these  additional  responsibilities.  Present  law  base 
adjustments  are  requested  for  increased  travel,  increased  investigative  costs,  and  increased  expert  witness  fees  for  the 
prosecution  of  these  cases. 


DP  22  -  Present  Law  Base  Adjustment  for  Division  -  The  executive  requests  an  increase  of  $42,000  of  general  fund  in 
FY  2007  for  miscellaneous  increases  to  the  present  law  base  of  the  division.  Increases  are  requested  in:  1)  cost-of-living 
increases  for  the  narcotics  bureau;  2)  cost-of-living  increases  for  the  investigations  bureau;  and  3)  funding  of  continuing 
Amber  Alert  expenditures.  The  Amber  Alert  program  was  established  with  a  one-time  appropriation  to  create  the 
program  in  Montana.  This  request  provides  a  small  amount  of  funding  for  continuing  operating  costs  of  this  program. 
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These  increases  are  due  to  increased  requests  for  assistance  from  local  law  enforcement  agencies. 
This  request  includes  funding  for:  1)  increases  for  the  Narcotics  Bureau  in  areas  such  as  investigative 
costs,  travel,  and  vehicle  maintenance;  2)  increases  for  the  investigations  bureau  in  areas  such  as 
investigative  costs,  travel,  and  investigative  training  for  criminal  investigators;  and  3)  funding  of  continuing  Amber 
Alert  expenditures. 


DP  181  -  Decrease  FTE  due  to  lack  of  funding  -  The  executive  requests  the  reduction  of  4.00  FTE  that  were  funded  with 
federal  special  revenue  authority.  The  division  has  no  federal  funding  for  these  positions. 
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These  FTE  were  working  in  the  area  of  welfare  fraud.  The  Department  of  Health  and  Human 
Services  (DPHHS)  had  a  contract  with  the  Department  of  Justice  to  provide  fraud  investigations. 
DPHHS  has  decided  to  cancel  this  service. 


New  Proposals 

New  Proposals 

F 

General 
Program               b  1  h                 Fund 

seal  2006- 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  1 6  -  Funding  Authority  -  Homeland  Security 

18              5.00                       0                       0 

DP  17  -  Funding  Authority  -  Tri- Agency  Drug  Task  Force 

18              1.00                       0               75,894 

Total              6.00                     $0             $75,894 

423,322 
177,086 

$600,408 

423,322 

252,980 

$676,302  • 

5.00 
1.00 
6.00 

0 

0 

$0 

0 
75.894 

$75,894 

422,527 
177,086 

$599,613 

422,527 

252,980 

$675,507 

DP  16  -  Funding  Authoritv  -  Homeland  Securitv  -  The  executive  requests  $845,849  of  federal  special  revenue  authority 
and  5.00  FTE  for  the  biennium  to  allow  for  the  continuation  of  the  homeland  security  efforts  now  underway.  Funding 
authority  is  necessary  to  continue  the  memorandxmi  of  understanding  (MOU)  with  the  Disaster  and  Emergency  Services 
Division  in  the  Department  of  Military  Affairs  for  the  Homeland  Security  program.  This  MOU  is  in  place  to  provide 
persormel  and  support  for  the  creation  of  a  Statewide  Intelligence  Center  with  the  main  focus  and  priority  on  homeland 
security,  weapons  of  mass  destruction,  and  counter-terrorism.  Creation  of  the  Statewide  Intelligence  Center  is  identified 
in  Goal  One  of  the  Montana  Homeland  Security  Strategic  Plan.  This  request  consists  of  one  homeland  security  agent, 
two  intelligence  analysts,  one  program  manager,  and  one  administrative  support. 


The  Department  of  Justice  supports  homeland  security  by  collecting  and  analyzing  leads  on  domestic 
and  international  terrorist  activities  and  threats.    This  effort  is  located  at  Fort  Harrison  in  Helena. 
This  request  is  for  1 .00  FTE  program  manager,  1 .00  FTE  intelligence  agent,  2.00  FTE  intelligence 
analysts,  and  1 .00  administrative  support.  This  is  not  a  new  function,  and  was  in  place  during  the  2005  biennium. 
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DP  17  -  Funding  Authoritv  -  Tri-Agencv  Drug  Task  Force  -  The  executive  requests  $505,960  of  state  special  and  federal 
special  revenue  authority  and  1 .00  FTE  for  the  bieimium  to  continue  the  Tri-Agency  Drug  Task  Force.  The  Tri-Agency 
Drug  Task  Force  is  a  grant  funded  drug  task  force  that  has  been  in  existence  for  over  15  years,  headquartered  out  of 
Havre,  Montana.  The  task  force  is  responsible  for  conducting  narcotics  investigations  in  a  six  county  region  in  North 
Central  Montana.  In  FY  2004,  the  local  management  of  the  task  force  requested  that  the  state  take  over  the  management 
of  the  drug  task  force.  The  Division  of  Criminal  Investigation  began  managing  the  drug  task  force  beguining  in  FY 
2005.  One  FTE  is  requested  as  a  supervisor  of  the  drug  task  force.  All  other  members  of  the  drug  task  force  are 
employed  by  local  law  enforcement  agencies  in  the  drug  task  force  region.  The  task  force  is  comprised  of  the  following 
agencies:  Blaine  County  Sheriffs  Office,  Choteau  County  Sheriffs  Office,  Ft.  Belknap  Reservation,  Havre  Police 
Department,  Hill  County  Sheriffs  Office,  Judith  Basic  County  Sheriffs  Office,  Liberty  County  Sheriffs  Office,  Phillips 
County  Sheriffs  Office,  Rocky  Boy  Reservation,  and  the  division. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 
Budget  Item 

Ba.se 
Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

21.55 

0.00 

0.00 

21.55 

0.00 

0.00 

21.55 

21.55 

Personal  Services 

1,739,734 

69,489 

0 

1,809,223 

70,415 

0 

1,810,149 

3,619,372 

Total  Costs 

$1,739,734 

$69,489 

$0 

$1,809,223 

$70,415 

$0 

$1310,149 

$3,619,372 

General  Fund 

1,739,734 

69,489 

0 

1.809,223 

70,415 

0 

1,810.149 

3,619,372 

Total  Funds 

$1,739,734 

$69,489 

$0 

$1,809,223 

$70,415 

$0 

$1,810,149 

$3,619372 

Program  Description 

The  County  Attorney  Payroll  program  pays  approximately  half  of  the  salary  and  benefits  for  the  attorneys  who  serve 
Montana's  56  counties,  as  required  by  7-4-2502,  MCA.  County  compensation  boards  within  each  county  determine 
county  attorney  salaries.  By  law,  the  state's  contribution  is  limited  to  the  general  fund  amount  the  legislature 
appropriates  for  this  program.  The  state's  contribution  may  be  less  than  half  of  the  board-approved  salary. 

Program  Highlights 


Department  of  Justice 
County  Attorney  Payroll 
Major  Budget  Highlights 


•  Increase  of  $139,900  in  general  fiind  for  the  2007  biennium  over  the 
base  budget  due  to  state  fimding  of  county  attorney  pay  and  benefit 
increases 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
County  Attorney  Payroll 

Program  Funding 

Base            %  of  Base          Budget 
FY  2004          FY  2004          FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

OUOOGenei^lFund 
Grand  Total 

$1,739,734            100.0%     $1,809,223 
$1,739,734            100.0%     $1,809,223 

100.0% 
100.0% 

$1,810,149 
$1,810,149 

100.0% 
100.0% 

This  program  is  entirely  fiinded  by  the  general  fund,  as  required  by  7-4-2502,  MCA. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Present  Law  Adjustments 

Fis 

General 

Fi<!cal  2007    -    — 

State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

6,489 

7,415 

Total  Statewide  Present  Law  Adjustments 

$6,489 

$7,415 

DP  23  -  County  Attorney  Pay  -  State  Share 

0.00               63,000 

0 

0 

63,000 

0.00 

63,000 

0 

0 

63,000 

Total  Other  Present  Law  Adjustments 

0.00             $63,000 

SO 

$0 

$63,000 

0.00 

$63,000 

$0 

$0 

$63,000 

Grand  Total  All  Present  Law  Adjustments 

$69,489 

$70,415 

The  increase  in  personal  service  costs  of  $6,489  in  FY  2006  and  $7,415  in  FY  2007  is  due  to  pay  increases  and  benefit 
cost  adjustments  for  the  21 .55  county  attorneys. 

DP  23  -  County  Attorney  Pay  -  State  Share  -  The  executive  requests  $63,000  for  each  year  of  the  biennium  to  adjust  the 
base  amount  to  pay  approximately  50  percent  of  county  attorneys'  salaries  and  benefits.  Salaries  are  set  on  an  annual 
basis  by  county  compensation  boards.  However,  the  ultimate  amount  that  the  state  will  pay  in  any  year  is  limited  to  the 
appropriation  set  by  the  legislature,  which  may  be  less  than  the  targeted  50  percent. 
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Although  there  are  56  counties  in  the  state,  there  are  only  54  county  attorneys  because  certain 
counties  share  this  duty  due  to  limited  caseload.  Certain  county  attorneys  serve  on  a  part-time  basis 
while  some  serve  full  time.  The  county  attorney  is  an  elected  position  and  a  county  compensation 
board  adjusts  the  amount  of  time  that  any  attorney  is  paid  to  serve  and  the  corresponding  pay  by  resolution.  The  state  will 
only  pay  for  either  a  40-hour  week,  or  the  actual  number  of  hours  if  less  than  40  hours.  The  starting  salary  is  set  in  statute 
at  $50,000  per  year  and  this  function  is  exempt  from  vacancy  savings.  The  state  has  these  FTE's  on  its  payroll  and  issues 
checks  on  a  biweekly  basis  to  each  attorney. 
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Program  Proposed  Budget 

The  following  table  siunmarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjusmieni 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

HE 

16.00 

0.00 

0.00 

16.00 

0.00 

0.00 

16.00 

16.00 

Personal  Services 
Operating  Expenses 

678,804 
141,963 

98,743 
49,964 

0 
0 

777,547 
191,927 

98,502 
(11,426) 

0 
0 

777,306 
130,537 

1,554,853 
322,464 

Total  Costs 

$820,767 

$148,707 

$0 

$969,474 

$87,076 

$0 

$907,843 

$1,877317 

General  Fund 
State/Other  Special 
Proprietary 

344,241 

457,189 

19,337 

13,227 
98,389 
37,091 

0 
0 
0 

357,468 

555,578 

56,428 

(10,193) 
63,876 
33,393 

0 
0 
0 

334,048 

521,065 

52,730 

691,516 

1,076,643 

109,158 

Total  Funds 

$820,767 

$148,707 

$0 

$969,474 

$87,076 

$0 

$907,843 

$1,877317 

Program  Description 

The  Central  Services  Division  provides  the  administrative,  personnel,  budgetary,  accounting,  and  fiscal  support  for  the 
Department  of  Justice.  The  program  also  administers  the  County  Attorney  Payroll. 

Program  Highlights 
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•     Funding  increases  by  $235,800  for  the  2007  biennium  as  compared  to 
the  base  budget  are  primarily  due  to  statewide  present  law  adjustments 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biermium  as  recommended  by 
the  Governor. 


Program  Funding  Table 

Central  Services  Division 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$     344,241 

41.9% 

$     357,468 

36.9% 

$     334,048 

36.8% 

02003  Misc  Grants  And  Nrd 

27,001 

3.3% 

28.737 

3.0% 

28,737 

3.2% 

02074  Gambling  License  Fee  Account 

46,945 

5.7% 

56.428 

5.8% 

52,730 

5.8% 

02422  Highways  Special  Revenue 

383.243 

46.7% 

470.413 

48.5% 

439,598 

48.4% 

06005  Liquor  Division 

3.679 

0.4% 

28.214 

2.9% 

26,365 

2.9% 

06500  Agency  Legal  Services 

15.658 

1.9% 

28.214 

2.9% 

26.365 

2.9% 

Grand  Total 

$     820,767 

100.0% 

$     969.474 

100.0% 

$     907,843 

100.0% 

The  Central  Services  Division  is  funded  by  an  allocation  from  the  four  major  fiands  that  support  the  Department  of 
Justice,  in  proportion  to  the  total  budgeted  costs.  These  ftmds  are  the  general  fund,  the  gas  tax,  the  gambling  tax,  and 
other  miscellaneous  funds. 
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Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fis 

General 
FTE                   Fund 

rnl  '*()(\f, 

FIE 

General 
Fund 

Ficral  ')(\01    -    — 

State 
Special 

Federal 
Special 

Total 
Funds 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

140,305 

(32,765) 

(833) 

50,797 

140,054 

(32,755) 

(832) 

(10,594) 

Total  Statewide  Present  Law  Adjustments 

$157,504 

$95,873 

DP  283  -  Exempt  staff  pay  raise  reduction 

0.00               (3,255) 

(5,014) 

0 

(8,797)* 

0.00 

(3,255) 

(5,014) 

0 

(8,797)* 

Total  Other  Present  Law  Adjustments 

0.00             ($3^55) 

($5,014) 

SO 

($8,797)* 

0.00 

($3,255) 

($5,014) 

$0 

($8,797)* 

Grand  Total  All  Present  Law  Adjustments 

$148,707* 

$87,076  * 

The  increase  in  personal  service  costs  of  $140,305  in  FY  2006  and  $140,054  in  FY  2007,  is  mostly  due  to  a)  pay  and 
benefits  for  positions  that  were  vacant  during  part  of  the  base  year  but  accounted  for  as  being  fully  fionded  in  the  budget, 
b)  reclassifications  of  certain  positions  to  higher  levels  towards  the  end  of  the  base  year,  c)  a  reorganization  of  the 
function  whereby  additional  FTE  were  move  from  other  areas,  and  d)  the  25  cent  per  hour  pay  increase  and  insurance 
adjustment  for  each  staff  member  as  approved  by  the  2003  Legislature. 

DP  283  -  exempt  staff  pay  raise  reduction  -  The  executive  is  requesting  that  exempt  staff  pay  raises  be  reduced  to  the  FY 
2004  base. 


LID 
COMMENT 


Please  refer  to  the  table  entitled  Removal  of  Exempt  Staff  Pav  Raises  located  in  the  summary  section 
for  an  explanation  of  this  amount  and  the  original  source  of  its  fimding. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

51.00 

3.00 

(3.50) 

50.50 

3.00 

(3.52) 

50.48 

50.48 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

1,963,099 

1,919,431 

132,986 

0 

456,378 

(50,496) 

0 

0 

(213,215) 
0 
0 
0 

2,206,262 

1,868,935 

132,986 

0 

454,640 

(47,545) 

0 

0 

(213,448) 
0 
0 
0 

2,204,291 

1,871,886 

132,986 

0 

4,410,553 

3,740,821 

265,972 

0 

Tot«l  Costs 

S4,015,S16 

$405,882 

($213,215) 

$4,208,183 

$407,095 

($213,448) 

$4^09,163 

$8,417346 

General  Fund 
State/Other  Special 
Federal  Special 
Proprietary 

2,862,503 

1,063,270 

83,223 

6,520 

267,367 

134,035 

(2,321) 

6,801 

(213,215) 
0 
0 
0 

2,916,655 

1,197,305 

80,902 

13,321 

267,676 

135,126 

(2,508) 

6,801 

(213,448) 
0 
0 
0 

2,916.731 

1,198,396 

80,715 

13,321 

5,833,386 

2,395,701 

161,617 

26,642 

Total  Funds 

$4,015,516 

S40S,882 

($213,215) 

$4,208,183 

$407,095 

($213,448) 

$4,209,163 

$8,417,346 

Program  Description 

The  Justice  Information  Technology  Services  Division  provides  a  fiill  range  of  information  technology  and  criminal 
justice  services  for  the  department  including  system  development  and  maintenance  of: 

1 )  The  motor  vehicle  titling  and  registration  system 

2)  The  driver  license  and  history  system 

3)  The  criminal  history  record  information  system 

4)  The  Montana  Uniform  Crime  Reporting  System 

5)  The  Department  of  Justice  internal  computers  and  systems 

6)  The  Criminal  Justice  Information  Network  (CJIN).  CJIN  links  law  enforcement/criminal  justice  agencies  with 
information  sources  at  local,  state,  and  national  levels  by  interfacing  with  the  National  Law  Enforcement 
Telecommunications  System,  the  National  Crime  Information  Center  (NCIC),  and  numerous  State  of  Montana 
files. 


The  program  also  provides  identification  services  for  the  criminal  justice  community  through  criminal  history  record 
checking  and  fingerprint  processing. 

Program  Highlights 


Department  of  Justice 

Information  Technology  Services  Division 

Major  Budget  Highlights 


•  Decrease  of  0.52  FTE  from  the  base  budget  is  due  to  a  request  to  hire 
1 .00  Security  and  Disaster  Officer  and  4.00  programmers  and  analysts, 
offset  by  the  reduction  of  3.52  FTE  as  per  the  Governor's  FTE 
reduction  and  the  removal  of  2.00  non-funded  positions 
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Major  LFD  Issues 


•  Requests  for  3  FTE  without  funding  for  personal  services.  The  funding 
is  in  the  contract  services  area.  Personal  services  are  under-funded 
while  contractor  services  are  over-funded. 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding 

Table 

Information  Technology  Service 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$    2,862,503 

71.3% 

$    2,916,655 

69.3% 

$   2,916,731 

69.3% 

02003  Misc  Grants  And  Nrd 

3,051 

0.1% 

3,051 

0.1% 

3,051 

0.1% 

02016  Criminal  Justice  Info  Network 

580,598 

14.5% 

653,493 

15.5% 

654,542 

15.6% 

02074  Gambling  License  Fee  Account 

23,453 

0.6% 

16,652 

0.4% 

16,652 

0.4% 

02422  Highways  Special  Revenue 

57,984 

1.4% 

57,984 

1.4% 

57,984 

1.4% 

02797  Cjis  -  Background  Checks 

398,184 

9.9% 

466,125 

11.1% 

466,167 

11.1% 

03187  Bcc  Grants  To  Dept.  Of  Justice 

80,955 

2.0% 

78,634 

1.9% 

78,447 

1.9% 

03800  Medicaid  Fraud 

2,268 

0.1% 

2,268 

0.1% 

2,268 

0.1% 

06005  Liquor  Division 

- 

- 

6,801 

0.2% 

6,801 

0.2% 

06500  Agency  Legal  Services 

6.520 

0.2% 

6,520 

0.2% 

6,520 

0.2% 

Grand  Total 

$    4,015,516 

100.0% 

$    4,208,183 

100.0% 

$  4,209,163 

100.0% 

General  fund  is  the  primary  funding  source  for  the  division.  Fees  generated  by  CJIN  partially  support  the  operating  costs 
of  the  CJIN  network,  as  do  some  federal  funds. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  appUed  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Present  Law  Adjustments 

1  ;:„„„!  innn 

General 

Slate 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

555.340 

553,452 

Vacancy  Savings 

(100,742) 

(100,661) 

Inflation/Deflation 

(4.171) 

(4,149) 

Fixed  Costs 

31,602 

34,531 

Total  Statewide  Present  Law  Adjustments 

$482,029 

$483,173 

DP  24  -  Security  and  Disaster  Recovery  Officer  FTE 

1.00                        0 

62,969 

0 

62,969 

1.00 

0 

62,870 

0 

62,870 

DP  25  -  Programmer/ Analyst  FTE 

1.00                        0 

0 

0 

0 

1.00 

0 

0 

0 

0 

DP  26  -  Data  Base  Analyst  for  FileNet 

1.00                        0 

0 

0 

0 

1.00 

0 

0 

0 

0 

DP  27  -  Business  Systems  Analyst  FTE 

1.00                      0 

0 

0 

0 

1.00 

0 

0 

0 

0 

DP  28  -  Systems  Production  Support  and  Maintenance 

FTE 

1.00                      0 

0 

0 

0 

1.00 

0 

0 

0 

0 

DP  29  -  FBI  Background  Check  Passlhru  Authority 

0.00                      0 

70,000 

0 

70,000 

0.00 

0 

70,000 

0 

70,000 

DP  291  -  Eliminate  Positions  Where  Federal  Funding 

xas  Lost 

(2.00)                      0 

0 

(61,189) 

(61,189) 

(2.00) 

0 

0 

(61,021) 

(61,021) 

DP  292  -  HB261  Backfill  Contract  -  One  time  only  reduction 

0.00           (147,927) 

0 

0 

(147,927) 

0.00 

(147,927) 

0 

0 

(147,927) 

Total  Other  Present  Law  Adjustments 

3.00         ($147,927) 

$132,969 

($61,189) 

($76,147) 

3.00 

($147,927) 

$132,870 

($61,021) 

($76,078) 

Grand  Total  All  Present  Law  Adjustments 

$405,882 

$407,095 

The  increase  in  personal  services  costs  of  $555,340  in  FY  2006  and  $553,452  in  FY2007,  is  mostly  due  to:  a)  pay  and 
benefits  for  positions  that  were  vacant  during  part  of  the  base  year  but  fiilly  funded  in  the  budget;  b)  reclassifications  of 
certain  positions  to  higher  levels  due  to  market  conditions;  and  c)  the  25  cent  per  hour  pay  increase  and  insurance 
adjustment  for  each  staff  member  as  approved  by  the  2003  Legislature. 

DP  24  -  Security  and  Disaster  Recovery  Officer  FTE  -  The  executive  is  requesting  1 .00  FTE  and  funding  fi-om  the  state 
special  revenue  fund  (CJIN)  for  a  Security  and  Disaster  Recovery  Officer.  The  cost  of  this  position  is  $62,969  in  FY 
2006  and  $62,870  in  FY  2007.  This  FTE  would  be  responsible  for  directing  the  information  technology  security 
program.  The  tasks  of  this  position  would  include  developing,  implementing,  and  maturing  of  security  on  all  DOJ 
information  technology  systems  in  order  to  centrally  manage  physical  access,  access  to  systems,  educating  users  of 
individual  responsibilities,  and  minimizing  the  possibility  of  malicious  access. 


I.I  I) 

c()MiMi:nt 


The  responsibility  of  Security  and  Disaster  Recovery  has  been  spread  throughout  the  Department  of 
Justice  Information  Technology  Services  Division  (ITSD).  In  2003,  a  consultant  was  hired  to 
evaluate  the  security  of  the  information  technology  systems  and  identify  any  potential  risks  that 
needed  to  be  mitigated.  The  consultant's  findings  indicated  the  need  for  a  security  officer  for  ITSD.  The  information 
contained  within  the  databases  of  the  Department  of  Justice  is  of  a  highly  confidential  and  sensitive  nature.  The  2003 
Legislature  allowed  for  a  two-year  temporary  security  and  disaster  recovery  officer.  The  department  would  like  to  make 
this  a  permanent  position. 


DP  25  -  Programmer/ Analyst  FTE  -  The  executive  requests  1.00  FTE  as  a  Motor  Vehicle  Division  programmer/analyst. 
This  function  is  currently  being  accomplished  by  a  contract  employee  and  is  funded  under  contract  services.  This  FTE 
would  provide  a  combination  of  legacy  system  maintenance  as  well  as  new  system  development  &  maintenance.  The 
position  would  provide  services  for  the  existing  systems,  and  for  the  development  and  maintenance  of  the  new  system 
being  developed  by  the  HB  261  project. 
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DP  26  -  Data  Base  Analyst  for  FileNet  -  The  executive  requests  1.00  FTE  as  a  database  administrator.  This  function  is 
currently  being  accomplished  by  a  contract  employee  and  is  funded  under  contract  services.  This  FTE  would  have  the 
experience  to  maintain  custom  DOJ  databases  and  platfonns  in  a  FileNet  environment. 

DP  27  -  Business  Systems  Analyst  FTE  -  The  executive  requests  1 .00  FTE  as  a  business  systems  analyst.  This  function  is 
currently  being  accomplished  by  a  contract  employee  and  is  funded  under  contract  services. 

DP  28  -  Systems  Production  Support  and  Maintenance  FTE  -  A  1 .00  FTE  systems  production  support  and  maintenance 
employee  is  requested  beginning  in  FY  2006,  utilizing  current  level  funding  from  contracted  services  with  a  net  zero 
request  for  spending  authority. 


issLi: 


In  DP  25,  26,  27,  and  28,  the  executive  is  asking  for  an  FTE  only  and  not  funding  because  the  funding  is  in 
the  base  imder  contract  services.  The  executive  represents  that  the  amount  that  is  in  the  base  is  sufficient  to 
hire  this  FTE  and  cover  pay  and  benefits.  Once  the  FTE  is  hired,  the  department  will  need  to  transfer  the 
funding  from  contract  services  to  personal  services.  The  cost  of  each  position  in  all  three  decision  packages  is  $71,203  in 
FY  2006  and  $68,182  in  FY  2007.  The  difference  between  years  is  primarily  due  to  one-time  costs  such  as  a  new 
computer  or  office  furniture. 

The  legislature  may  wish  to  have  the  department  remove  all  amounts  from  the  base  related  to  this  function  from  contract 
services  and  add  the  FTE  back  in  imder  personal  services. 


DP  29  -  FBI  Background  Check  Passthru  Authority  -  The  executive  requests  additional  pass  through  spending  authority 
that  is  required  to  transfer  monies  owed  to  the  FBI  when  fingerprint  background  checks  are  conducted  by  the  FBI  on 
behalf  of  the  Department  of  Justice,  Criminal  Justice  Information  Services  Bureau.  This  increase  is  based  on  current 
experience  in  this  area  and  industry  trends.  Fingerprinting  is  increasing  due  to  security  needs. 

DP  291  -  Eliminate  Positions  Where  Federal  Funding  was  Lost  -  The  executive  is  requesting  the  elimination  of  two 
positions  that  were  funded  from  a  federal  grant  that  has  since  expired.  These  FTE  were  providing  background  checks  and 
this  process  had  been  automated. 

DP  292  -  HB261  Backfill  Contract  -  One  time  only  reduction  -  The  executive  is  requesting  a  general  fund  reduction  in 
each  year  of  the  biennium  for  several  positions  in  ITSD  that  were  hired  to  backfill  for  the  HB  261  project. 


New  Proposals 


New  Proposals 

Pic^al  It^fil 



General 
Program                1 1  h                  Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FIH 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  293  -  Statewide  FTE  Reduction 

29           (3.50)          (213,215) 

Total           (3.50)        ($213,215) 

0 
$0 

0 

$0 

(213,215) 
($213,215)* 

(3.52) 

(3.52) 

(213,448) 
($213,448) 

0 

$0 

0 

$0 

(213,448) 

($213,448) 

DP  293  -  OBPP  Proposed  FTE  Reduction  -  The  executive  is  requesting  an  FTE  reduction  to  reduce  overall  FTE  and  the 
general  fund. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  fiinding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjusmient 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

25.50 

2.25 

0.00 

27.75 

3.25 

0.00 

28.75 

28.75 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

1,538,248 

1,060,830 

78,803 

4,566 

262,011 

62,893 

0 

0 

0 
0 
0 
0 

1,800,259 

1,123,723 

78,803 

4,566 

321,237 

67,009 

0 

0 

0 
0 
0 
0 

1,859,485 

1,127,839 

78,803 

4,566 

3,659,744 

2,251,562 

157,606 

9,132 

Toul  Costs 

$2,682,447 

$324,904 

$0 

$3,007451 

$388,246 

$0 

$3,070,693 

$6,078,044 

General  Fund 
State/Other  Special 
Federal  Special 

2,289,044 

303,204 

90,199 

323,969 

0 

935 

0 
0 
0 

2,613,013 

303,204 

91,134 

387,180 

0 

1,066 

0 
0 
0 

2,676,224 

303,204 

91,265 

5,289,237 
606,408 
182,399 

Total  Funds 

$2,682,447 

$324,904 

$0 

$3,007,351 

$388,246 

$0 

$3,070,693 

$6,078,044 

Program  Description 

The  Forensic  Science  Division  includes  the  State  Crime  Lab  in  Missoula  and  the  State  Medical  Examiner.  The  division 
provides  a  statewide  system  of  death  investigation,  forensic  science  training  and  scientific  criminal  investigation.  The 
division  conducts  analysis  on  specimens  submitted  by  law  enforcement  officials,  coroners  and  other  state  agencies.  The 
division  tests  firearms,  tool  marks,  hair,  fiber,  drugs,  blood,  body  fluids,  and  tissues.  The  laboratory  also  analyzes  blood 
and  urine  samples  in  connection  with  driving  under  the  influence  (DUI)  cases  and  it  provides  the  certification, 
maintenance,  and  training  of  all  law  enforcement  personnel  on  breath  testing  instruments. 

Program  Highlights 


Department  of  Justice 
Forensic  Science  Division 
Major  Budget  Highlights 


•  The  increase  in  funding  of  $713,000  for  the  biennium  is  primarily  due 
to  the  department's  request  for  3.25  FTE:  1  Chemist,  1  serologist,  1 
toxicologist,  and  1  pathologist  offset  by  the  reduction  of  .75  FTE 


Major  LFD  Issues 


•     Lease  payment  on  the  Forensic  Lab  facihty  in  Missoula  is  20  percent 
of  the  division's  total  cost 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium. 


Program  Funding  Table 
Forensic  Science  Division 

Program  Funding 

Base 
FY  2004 

%  of  Base          Budget 
FY  2004           FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

01 100  General  Fund 
02034  Earmarked  Alcohol  Funds 
03187  Bcc  Grants  To  Dept.  Of  Justice 
Grand  Total 

$  2,289,044 

303,204 

90.199 

$  2,682,447 

85.3%    $    2,613,013 

11.3%            303,204 

3.4%               91.134 

100.0%     $    3,007,351 

86.9% 

10.1% 

3.0% 

100.0% 

$  2,676,224 

303,204 

91,265 

$  3,070,693 

87.2% 

9.9% 

3.0% 

100.0% 

The  Forensic  Science  Division  is  funded  primarily  fi-om  the  general  fund.  The  division  receives  approximately  $300,000 
annually  from  the  earmarked  alcohol  tax  for  laboratory  testing  and  intoxilizer  equipment  repair,  which  is  done  at  the  lab 
in  support  of  the  DUI  Enforcement  Program.  Federal  funds  are  used  to  fund  certain  lab  positions. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  nimibered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

p;„..oi  inn-7 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                 Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

101,145 

101,867 

Vacancy  Savings 

(65,576) 

(65,603) 

Inflation/Deflation 

(2,143) 

(2,083) 

Fixed  Costs 

24,861 

25,907 

Total  Statewide  Present  Law  Adjustments 

$58,287 

$60,088 

DP  30  -  Base  Adjustment-Annualize  Rent 

0.00               31,145 

0 

0 

31,145 

0.00 

31,145 

0 

0 

31,145 

DP  31  -  Forensic  Scientist  -  Chemist 

1.00              61,503 

0 

0 

61.503 

1.00 

61,430 

0 

0 

61,430 

DP  32  -  Forensic  Science  -  Serologist/DNA 

1.00               61,503 

0 

0 

61,503 

1.00 

61,430 

0 

0 

61,430 

DP  34  -  Forensic  Scientist  -  Toxicologist 

0.00                      0 

0 

0 

0 

1.00 

61,430 

0 

0 

61,430 

DP  35  -  Forensic  Pathologist 

1.00             158,495 

0 

0 

158,495 

1.00 

158,649 

0 

0 

158,649 

DP  321  -  FTE  reduction  due  to  lack  of  federal  funding 

(0.75)                        0 

0 

(37,230) 

(37,230) 

(0.75) 

0 

0 

(37,127) 

(37,127) 

DP  322  -  Exempt  staff  pay  raise  reduction 

0.00               (8,799) 

0 

0 

(8,799) 

0.00 

(8,799) 

0 

0 

(8,799) 

Total  Other  Present  Law  Adjustments 

2.2S           $303347 

so 

($37,230) 

$266,617 

3.2S 

$365,285 

SO 

($37,127) 

$328,158 

Grand  Total  All  Present  Law  Adjustments 

$324,904 

$388,246 

The  increase  in  personal  service  costs  of  $101,145  in  FY  2006  and  $101867  in  FY  2007,  is  mostly  due  to:  a)  pay  and 
benefits  for  positions  that  were  vacant  during  part  of  the  base  year  but  fully  funded  in  the  budget;  and  b)  the  25  cent  per 
hour  pay  increase  and  insurance  adjustment  for  each  staff  member  approved  by  the  2003  Legislature. 
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Other  present  law  adjustments  consist  of: 

DP  30  -  Forensic  Laboratory  Lease  -  The  executive  is  requesting  an  increase  of  $31,145  for  each  of  FY  2006  and  FY 
2007  for  the  lease  that  provides  office  space  for  the  forensic  laboratory  in  Missoula.  The  lease  is  for  31,145  sq.  ft  and  the 
increase  is  $1.00  per  sq.  ft.  The  Forensic  Science  Division  leases  space  from  a  private  vendor.  The  Department  of 
Administration  entered  into  a  15-year  lease  for  the  current  laboratory  space  on  February  1,  2000.  This  lease  allows  for  a 
$1 .00  per  sq.  ft.  rent  increase  on  each  five-year  anniversary  of  the  lease.  The  first  increase  will  be  effective  on  February 
1,  2005  and  the  58th  Legislature  approved  an  increase  in  the  general  fund  to  cover  five  months  of  this  increase.  The  next 
increase  is  expected  to  occur  on  February  1,  2010. 


The  annual  lease  payment  on  this  facility  as  of  FY  2005  is  approximately  $530,000  per  year,  which  is  about 
18  percent  of  this  division's  total  fiscal  expenditures.  It  is  also  about  32  percent  of  the  Department  of  Justice's 
total  non-Department  of  Administration  rent.  Over  a  15-year  period  at  an  average  annual  rental  of  $500,000 
per  month,  this  department  would  pay  $7.5  million.  However,  the  lease  payment  includes  some  utilities. 


LI!) 

issui: 


The  legislature  may  wish  to  request  that  the  department  explore  the  option  to  either  purchase  the  building  or  to  buy  out  of 
the  lease  and  move  the  operations  to  another  facility  that  is  more  economical.  The  legislature  may  wish  that  the 
department  report  to  the  Legislative  Finance  Committee  the  results  of  their  fmdings. 


DP  3 1  -  Forensic  Scientist  -  Chemist  -  The  executive  is  requesting  to  hire  1 .00  FTE  as  a  chemist.  This  FTE  would  keep 
the  current  number  of  chemists  at  four,  as  this  FTE  would  replace  with  general  ftmd  a  position  that  is  currently  funded 
with  federal  ftmds  that  expire  on  June  30,  2005.  This  section  analyzes  solid  dosage  drugs  submitted  by  law  enforcement. 
Examples  include  illegal  street  drugs,  substances  fi-om  clandestine  laboratories,  prescription  drugs,  product  tampering 
cases,  and  animal  poisoning  cases.  This  section  also  analyzes  gun  shot  residue,  paint,  ignitable  liquids,  explosives  and 
filament. 
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Caseload  and  Turnaround  Time  in  the  Chemical  Lab 


Number  of  FTE: 

There  are  currently  4.00  FTE  working  in  this  section.  Three  positions  are  federally  fiuided  and  one  is  general  fimd. 
Federal  fiinding  for  1 .00  FTE  will  expire  on  June  30,  2005. 


Caseload  bv  vear: 

Year 

Unfinished  Cases 

2001 

1227 

2002 

1375 

2003 

1189 

2004 

1409 

2005 

1535  (Estimate) 

2006 

1535  (Estimate) 

2007 

Not  Available 

Program  Effectiveness: 

The  department  does  not  keep  statistics  on  the  effectiveness  of  its  program,  i.e.,  number  of  cases  that  used  its  findings  to 
gain  a  verdict,  etc. 
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Tumaroiind  Time 


Two  months  on  drug  cases 

Ten  months  on  clandestine  laboratories 

Three  months  on  ignitable  liquids  cases  (arson) 

Comments 

This  area  has  experienced  an  increase  in  workload  due,  in  part,  to  the  increase  in  the  number  of  clandestine  drug 
laboratories  found  in  Montana  over  the  past  few  years.  In  past  years,  the  lab  would  see  three  or  four  clandestine 
laboratory  submissions  per  year.  Now  the  lab  processes  approximately  100  clandestine  labs  per  year. 


DP  32  -  Forensic  Science  -  Serologist/DNA  -  The  executive  is  requesting  1 .00  FTE  Serologist/DNA.  This  position  would 
keep  the  current  number  of  serologists  at  four,  as  it  changes  the  fiinding  of  1 .00  FTE  to  general  fund  from  the  current 
federal  fimds,  which  expire  on  June  30,  2005.  This  section  of  the  laboratory  provides  the  forensic  analysis  of  biological 
evidence  for  the  law  enforcement  agencies  of  Montana.  The  Serology/DNA  section  of  the  laboratory  identifies  probative 
biological  fluids  and  develops  DNA  profiles  that  identify  the  source  of  the  fluid. 


LFD 
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Caseload  and  Turnaround  Time  in  the  Serologist  Lab 


Number  of  FTE: 

There  are  currently  4.00  FTE  working  in  this  section.  The  federal  funds  for  1 .00  FTE  will  expire  on  Jime  30,  2005. 

Caseload  by  year: 

Year  Unfinished  Cases 

2001  236 

2002  296 

2003  248 

2004  265 

2005  265  (Estimate) 

2006  265  (Estimate) 

2007  Not  Available 

Program  Effectiveness: 

The  department  does  not  keep  statistics  on  the  effectiveness  of  its  program,  i.e.,  nimiber  of  cases  that  used  its  findings  to 

gain  a  verdict,  etc. 

Turnaround  Time 
Three  to  four  months 

Backlog 

95  cases  or  nine  months  turnaround  time 
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DP  34  -  Forensic  Scientist  -  Toxicologist  -  The  executive  is  requesting  a  Toxicologist.  This  section  of  the  laboratory 
analyzes  biological  specimens  submitted  by  law  enforcement,  correctional  agencies,  county  coroners,  and  forensic 
pathologists.  Some  of  the  primary  duties  of  this  section  include  establishing  the  cause  or  clarifying  the  circumstances  of 
death  through  a  post-mortem  investigation  and  confirming  the  presence  or  absence  of  alcohol  and/or  drugs  in  corrections 
programs  submissions  and  in  DUI  cases. 


Caseload  and  Turnaround  Time  in  the  Toxicologist  Lab 

1  I.I  1) 

1  CO.MMKNT 

Number  of  FTE: 

There  are  currently 

/  5.00  F 1 E  working  m  this  section,  and  the  addition  ot  this  new  proposal  would  increase  it  to  6.00  FTE 

Caseload  bv  vear: 

Year 

Unfinished  Cases 

2001 
2002 
2003 
2004 
2005 
2006 
2007 

3,094 
3,450 
3,659 

4,071 

4,320  (Estimate) 
4,584  (Estimate) 
Not  Available 

Program  Effective 
The  department  d( 
gain  a  verdict,  etc. 

ness: 

)es  not  keep  statistics  on  the  effectiveness  of  its  program,  i.e.,  number  of  cases  that  used  its  findings  to 

Backlog 
Four  weeks 

• 

DP  35  -  Forensic  Pathologist  -  The  executive  is  requesting  a  Pathologist  Associate  Medical  Examiner  to  address  the 
increased  number  of  autopsies  conducted  at  the  lab.  A  forensic  pathologist  is  responsible  for  determining  the  cause  and 
manner  of  sudden  unexpected  deaths,  or  deaths  unattended  by  a  physician.  The  pathologist  performs  forensic  autopsies, 
collects  evidence  to  be  analyzed  by  other  scientists  in  the  laboratory,  serves  as  an  advisor  to  the  coroners  throughout 
Montana,  and  reviews  all  coroners'  reports  on  deaths  occurring  in  the  state.  The  forensic  pathologist  also  assists 
investigators  and  scientists  with  crime  scene  reconstruction.  Forensic  pathology  requires  very  specialized  training  and 
caimot  be  performed  by  hospital  pathologists  due  to  the  nature  of  criminal  cases. 


COM M INI 


Number  of  FTE: 


Caseload  and  Turnaround  Time  in  the  Pathology  Lab 


There  is  currently  1 .00  FTE  working  in  this  section. 

There  are  currently  2  doctors  in  Montana  doing  this  work  -  one  state  employee  and  one  private  practitioner.  This  DP 

increases  the  state  employment  by  1 .00  FTE  and  the  total  will  then  be  2.00  FTE. 
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Caseload  bv  vear: 

Year 

Cases 

2001 

146 

2002 

149 

2003 

154 

2004 

189 

2005 

210  (Estimate) 

2006 

221  (Estimate) 

2007 

Not  Available 

Proexam  Effectiveness: 

The  department  does  not  keep  statistics  on  the  effectiveness  of  its  program,  i.e.,  number  of  cases  that  used  its  findings  to 
gain  a  verdict,  etc. 

Backlog 

Conducting  autopsies  -  none 
Out  cases  completed  -  6  months 
Review  of  coroner  reports  -  9  months 

Amount  of  funds  collected  by  vear 

This  information  is  not  yet  available;  please  refer  to  the  issue  below. 


LID 
ISSUK 


The  division  stated  that  it  would  charge  counties  for  certain  services  of  this  new  pathologist;  however, 
estimates  of  the  annual  amounts  collected  are  not  yet  available.  The  legislature  may  wish  to  request  that  the 
division  report  to  the  Legislative  Finance  Committee  the  amount  collected  by  fiscal  year. 


DP  321  -  FTE  reduction  due  to  lack  of  federal  funding  -  A  .75  FTE  reduction  is  necessary  out  of  current  level.  The 
Department  did  not  receive  HIDTA  federal  funding.  The  executive  is  asking  that  this  position  be  funded  with  general 
fund. 

DP  322  -  Exempt  staff  pay  raise  reduction  -  The  executive  is  requesting  that  exempt  staff  pay  raises  be  reduced  to  the  FY 
2004  base. 


LID 
COMMENT 


Please  refer  to  the  table  entitled  Removal  of  Exempt  Staff  Pay  Raises  located  in  the  summary  section 
for  an  explanation  of  this  amount  and  the  original  source  of  its  fimding. 
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Agency  Proposed  Budget 

The  following  table  summarizes  the  total  executive  budget  proposal  for  the  agency  by  year,  type  of  expenditure,  and 
source  of  funding. 


Agency  Proposed  Budgel 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budgel  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budgel 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budgel 
Fiscal  06-07 

f'lE 

39.00 

0.00 

0.00 

39.00 

0.00 

0.00 

39.00 

39.00 

Personal  Services 
Operating  Expenses 

2.192,162 
491.108 

87,689 
167,017 

0 
0 

2,279,851 
658,125 

86,517 
7,375 

0 
0 

2,278,679 
498,483 

4,558,530 
1,156,608 

Total  Costs 

$2,683,270 

$254,706 

$0 

$2,937,976 

$93392 

$0 

$2,777,162 

$5,715,138 

State/Other  Special 
Fedei^l  Special 

2,669,538 

13,732 

254,706 
0 

0 

0 

2,924,244 
13,732 

93,892 
0 

0 

0 

2,763,430 
13,732 

5.687.674 
27.464 

Total  Funds 

$2,683,270 

$254,706 

$0 

$2,937,976 

$93392 

$0 

$2,777,162 

$5,715,138 

Agency  Description 

The  Department  of  Public  Service  Regulation  (PSR)  regulates  the  operations  of  public  utility  and  transportation 
industries  that  operate  in  the  state.  Five  commissioners,  elected  from  districts  throughout  Montana,  form  the  Montana 
Public  Service  Commission  (PSC)  that  oversees  the  PSR.  Each  commissioner  serves  a  four-year  term. 


Ill) 
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The  North  Western  Bankruptcy 


hi  September  2003,  NorthWestem  Corporation  filed  for  bankruptcy  protection.  NorthWestem  Corporation  is  the  South 
Dakota-based  parent  company  of  NorthWestem  Energy,  which  provides  electricity  to  more  than  300,000  Montana 
customers  and  natural  gas  to  about  157,000  Montana  customers.  NorthWestem  Corporation  filed  for  bankruptcy  under 
chapter  1 1  of  the  US  bankruptcy  code  that  allows  for  reorganization  of  the  company's  fmances  and  operations  under  the 
protection  of  the  court. 

The  State  of  Montana,  the  Montana  Public  Service  Commission  (PSC)  and  the  Montana  Consumer  Counsel  (MCC) 
participated  as  active  parties  in  interest  in  the  bankruptcy  proceedings  in  order  to  protect  the  state's  and  Montana 
ratepayers'  interests.  The  PSC's  main  goal  in  the  bankruptcy  process  was  to  have  a  financially  stable,  Montana-focused 
and  utility-focused  company  emerge  from  bankruptcy.  The  PSC  and  the  MCC  negotiated  a  settlement  agreement  with 
NorthWestem  that  contained  the  following  terms:  (1)  implement  a  "ring  fencing"  structure  that  would  protect  Montana 
ratepayers  from  the  risks  of  any  future  unregulated  non-utility  ventures  by  structurally  and  financially  separating  the 
regulated  utility  operations  from  NorthWestem's  unregulated,  non-utility  operations;  (2)  allow  for  the  opportimity  for  a 
PSC  rate  review  in  2006;  and  (3)  gain  a  commitment  from  NorthWestem  to  work  with  the  PSC  and  the  MCC  to 
implement  the  recommendations  of  an  independent  audit  of  NorthWestem's  Montana  based  distribution  and 
transmission  operations. 

NorthWestem  emerged  from  bankmptcy  in  November  2004.  As  part  of  the  bankmptcy  settlement  agreement,  the 
company  agreed  to  pay  the  state's  costs  for  participating  in  the  bankruptcy,  which  totaled  $2.9  million.  This  amount 
consists  of  $1.4  million  in  reimbursements  to  state  agencies  and  $1.5  million  in  payments  made  directly  by 
NorthWestem  to  fums  hired  by  state  agencies.  The  components  of  the  $2.9  million  are:  $0.5  million  for  outside  experts 
and  legal  counsel  hired  by  the  PSC  and  out-of-pocket  expenses  of  PSC  Commissioners  and  staff,  $0.3  million  for  experts 
and  legal  counsel  hired  by  the  MCC,  and  $2.1  million  for  outside  legal  counsel,  for  the  staff  of  the  Montana  Attomey 
General's  Office,  and  for  financial  experts  hired  jointly  by  the  PSC,  the  MCC  and  the  Attomey  General.  The  Governor's 
office  extended  the  PSC  $0.4  million  in  funding  received  from  the  Federal  Jobs  and  Growth  Relief  Reconciliation  Act  of 
2003.  This  $0.4  million  was  repaid  by  the  PCS  to  the  Govemor's  office. 
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Agency  Highlights 


FT- 


Public  Service  Regulation 
Major  Budget  Highlights 


The  overall  budget  would  increase  6.5  percent  or  $349,000  for  the 
2007  biennium  compared  to  the  FY  2004  base  budget,  due  primarily 
to: 

•  Statewide  adjustments  attribute  to  53  percent  of  the 
increase 

•  $100,000  contingency  to  fund  consultants  in  case  of 
increased  workload 

•  Computer  replacement 


Major  LFD  Issues 


Restrict  travel  and  training  for  new  commissioners 
Restrict  and/or  reduce  request  for  fimds  to  hire  consultants 


Funding 

The  following  table  summarizes  proposed  funding  for  the  agency,  by  source,  for  the  base  year  and  for  the  2007  biennium 
as  recommended  by  the  Governor. 


Program  Funding  Table 
Public  Service  Regulation  Prog 

Program  Funding 

Base 
FY  2004 

%  of  Base         Budget 
FY  2004         FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

02281  Public  Service  Commission 
0301 1  Natural  Gas  Safety  Pgm 
Grand  Total 

$2,669,538 

13.732 

$2,683,270 

99.5%     $  2,924,244 

0.5%            13.732 

100.0%     $2,937,976 

99.5% 

0.5% 

100.0% 

$  2,763,430 

13.732 

$2,777,162 

99.5% 

0.5% 

100.0% 

The  Public  Service  Regulation  Program  is  funded  primarily  by  state  special  revenue  that  consists  of  a  constitutionally 
earmarked  fee  levied  on  all  regulated  entities  imder  its  jurisdiction.  ThJs  fee  is  levied  quarterly.  The  amount  raised  by  the 
fee  must  equal  the  amount  appropriated  to  the  commission  by  the  legislature  for  a  particular  year.  Fees  are  deposited 
directly  into  a  state  special  revenue  account.  Sections  69-1-401  through  403,  MCA  discuss  how  the  fee  is  calculated, 
applied,  and  collected.  Fees  are  based  upon  a  percentage  of  the  gross  revenues  from  all  entities  regulated  by  the  PSC  for 
a  calendar  quarter  of  operation.  Minor  amounts  of  funding  are  from  federal  fimds  that  come  from  the  U.S.  Department  of 
Transportation.  This  funding  source  supports  the  Natural  Gas  Pipeline  Safety  Program. 
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Biennium  Budget  Comparison 

The  following  table  compares  the  executive  budget  request  in  the  2007  biennium  with  the  2005  biennium  by  type  of 
expenditure  and  source  of  funding.  The  2005  biennium  consists  of  actual  FY  2004  expenditures  and  FY  2005 
appropriations. 


Biennium  Budget  Comparison 

Present 

New 

Total 

Present 

New 

Total 

Total 

Total 

Budget  Item 

Law 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Law 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec  Budget 
Fiscal  2007 

Biennium 

Fiscal  04-05 

Exec.  Budget 
Fiscal  06-07 

FTE 

39.00 

0.00 

39.00 

39,00 

0.00 

39.00 

39.00 

39.00 

Personal  Services 
Operating  Expenses 

2,279.851 
658,125 

0 
0 

2,279,851 
658.125 

2,278,679 
498.483 

0 
0 

2.278,679 
498.483 

4,425,582 
1,517,892 

4,558,530 
1,156,608 

Total  Costs 

$2,937,976 

$0 

$2,937,976 

$2,777,162 

$0 

$2,777,162 

$5,943,474 

$5,715,138 

State/Other  Special 
Federal  Special 

2.924.244 
13,732 

0 
0 

2,924,244 
13,732 

2,763,430 
13,732 

0 
0 

2,763,430 
13,732 

5,915,762 
27,712 

5,687,674 
27,464 

Total  Funds 

$2,937,976 

$0 

$2,937,976 

$2,777,162 

$0 

$2,777,162 

$5,943,474 

$5,715,138 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

General 

Flh                  Fund 

State 
Special 

Federal 

Special 

Total 
Funds 

FTE 

General 
Fund 

State 

Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

162,708 

(75,019) 

(5,031) 

21,469 

161,548 

(75,031) 

(4,958) 

548 

Total  Sutewide  Present  Law  Adjustments 

$104,127 

$82,107 

DP  1  -  Computer  Replacement 

0.00                     0 
DP  2  -  Travel/Training 

0.00                      0 
DP  3  -  Consultant  Funds 

0.00                      0 
DP  4  -  Building  Rent 

0.00                      0 

48,274 

7,500 

84,500 

10.305 

0 
0 
0 
0 

48,274 

7,500 

84,500 

10.305 

0.00 
0.00 
0.00 
0.00 

0 
0 

0 
0 

4.095 

7,500 

(15,500) 

15.690 

0 

0 
0 
0 

4,095 

7,500 

(15,500) 

15,690 

Total  Other  Present  Law  Adjustments 

0.00                      $0 

$150,579 

$0 

$150,579 

0.00 

so 

$11,785 

$0 

$11,785 

Grand  Total  All  Present  Law  Adjustments 

$254,706 

$93,892 

I 


1)  The  increase  in  personal  service  costs  of  $162,708  in  FY  2006  and  $161,548  in  FY  2007  is  mostly  due  to:  a) 
about  $236,000  for  the  biennium  in  pay  and  benefits  for  positions  that  were  vacant  during  part  of  the  base  year 
but  accounted  for  at  the  time  budget  was  calculated,  b)  pay  and  benefit  increases  for  the  five  commissioners  in 
the  amount  of  about  $45,000  for  the  biennium  that  is  derived  by  a  regional  compensation  survey  conducted  by 
the  Department  of  Administration;  and  c)  about  $43,000  for  the  biennium  to  pay  for  2005  biennium  pay  plan. 

2)  Vacancy  savings  is  a  decrease  of  $75,019  in  FY  2006  and  $75,031  in  FY  2007  based  upon  approximately  four 
percent  of  the  personal  services  budget. 

3)  Fixed  cost  increases  of  $22,000  are  primarily  for  legislative  audit  fees  and  data  network  cost. 
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DP  1  -  Computer  Replacement  -  The  executive  is  requesting  state  special  revenue  to  fund  the  replacement  of  26  desktop 
and  six  laptop  computers  and  one  server  in  FY  2006  and  seven  desktop  computers  and  one  laptop  computer  in  FY  2007. 
These  computer  replacements  are  based  on  a  four-year  replacement  cycle. 


The  PSC  is  requesting  to  replace  40  computers  v/ith  only  39  FTE.  This  request  may  include  funding  in  the 
first  year  for  a  number  of  computers  that  do  not  represent  a  four-year  replacement  schedule.  Therefore,  the 
legislature  may  wish  to  make  any  funding  for  computers  in  excess  of  the  number  required  for  a  four-year 
replacement  cycle'  one-time-only  to  avoid  inflating  the  base  in  future  years. 


LFD 
ISSUE 


DP  2  -  Travel/Training  -  The  executive  is  requesting  an  increase  in  the  department's  travel  and  training  budget  of  $7,500 
in  each  year  of  the  biennium.  This  increase  would  be  used  to  fund  two  items.  First,  it  would  fund  travel  and  training  for 
three  individuals  expected  to  come  on  board  as  new  commissioners  on  Janxiary  1,  2005.  Commissioners  without  a 
regulatory  background  usually  attend  training,  which  is  not  available  in  Montana.  This  travel  and  training  is  in  addition 
to  their  normal  travel  and  training.  Secondly,  it  would  fund  travel  by  the  commission  to  fulfill  its  responsibility  to 
monitor  and  participate  in  the  Regional  Transmission  Organization  (RTO).  The  RTO  is  a  regional  organization  that  is 
studying  ways  to  effectively  combine  transmission  facilities  that  are  currently  managed  by  many  entities  in  various  states 
into  one  entity  that  is  managed  by  the  region. 


IJI) 
ISSUE 


The  executive  is  requesting  an  increase  in  travel  and  training  of  $7,500  in  each  fiscal  year.  The  current  base 
is  approximately  $3,000,  which  represents  ongoing  travel  and  training.  The  $7,500  is  the  incremental  amount 
needed  to  train  new  commissioners,  and  travel  to  provide  support  to  the  regional  transmission  organization. 
The  legislature  may  wish  to  restrict  this  amoimt  to  be  used  only  for  the  purpose  identified,  and  designate  it  as  one-time- 
only. 


DP  3  -  Consultant  Funds  -  The  executive  requests  that  a  contingency  fund  be  established  with  state  special  revenue  funds 
that  would  be  used  to  hire  consultants  only  if  the  need  arises.  The  amount  of  the  fund  is  $100,000  for  the  biennium. 
These  funds  would  be  used  to  contract  with  consultants  during  times  when  workload  requirements  are  in  excess  of  staff 
levels  or  when  a  special  project  arises  that  requires  expertise  that  is  not  available  in-house.  The  amount  of  $84,500  that 
appears  in  FY  2006  is  the  $100,000  request  net  of  $15,500  that  was  already  in  the  base.  The  department  is  also  removing 
$1 5,500  fi-om  the  base  in  FY  2007,  hence  the  negative  amount. 


LED 
COMMENT 


As  stated  earher,  the  Governor  authorized  the  PSC  to  expend  a  portion  of  the  federal  grant  made 
through  the  Jobs  and  Growth  Relief  Reconcihation  Act  of  2003  to  address  issues  related  to  the 
bankruptcy  of  NorthWestem  Corporation.  The  statutes,  that  control  how  the  assessment  on  utility 
companies  that  fund  the  PSC  operating  budget,  restrict  this  assessment  to  the  legislative  appropriation.  Therefore,  there 
is  no  mechanism  for  providing  additional  funding  during  the  interim  for  any  other  instances  in  which  unforeseen  issues 
arise,  and  federal  grants  of  the  kind  used  in  the  2005  bieimium  are  not  expected  to  recur. 

Therefore,  the  executive  is  requesting  that  the  assessment  on  utilities  be  increased  before  the  potential  fact  to  allow  the 
PSC  to  address  any  contingencies.  Because  it  is  a  new  contingency  amount,  it  is  strictly  prospective  and  not  based  upon 
any  past  history  that  would  guide  the  legislature  in  determining  an  appropriate  amount.  In  addition,  the  appropriation 
would  leave  to  the  PSC  the  option  of  whether  and  to  what  extent  it  should  become  involved  in  various  issues.  Therefore, 
the  issue  for  the  legislature  is  whether  the  possibility  of  additional  unforeseen  issues  that  require  either  expertise  or 
additional  resources  the  PSC  does  not  currently  have  warrants  the  additional  charge  on  utility  companies. 


LED 
ISSUE 


The  legislature  may  wish  to  restrict  any  appropriation  for  consulting  services  so  as  to  fund  only  this  service 
and  to  keep  any  excess  from  reverting  for  general  use.  Also  the  legislature  may  wish  to  reduce  the  amoimt  of 
the  appropriation  to  a  lesser  amount. 
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DP  4  -  Building  Rent  -  The  executive  requests  state  special  revenue  funds  to  cover  increases  in  office  rent  of  $10,305  in 
FY  2006  and  $15,690  in  FY  2007.  These  increases  are  based  upon  a  provision  in  a  long-term  contract  negotiated  by  the 
Department  of  Administration  that  inflates  the  rent  cost  by  3  percent  each  year.  The  rental  agreement  began  in  1991  and 
terminates  in  2011. 

Elected  OfTicial:  New  Proposals 

The  Public  Service  Regulation  Department  (PSR)  requests  that  its  vacancy  saving  requirement  either  be  eliminated  or 
reduced.  Vacancy  savings  was  applied  at  a  rate  of  4  percent  per  year  on  all  FTE  except  the  elected  commissioners.  To 
eliminate  the  entire  amount,  would  add  $75,019  in  FY  2006  and  $75,031  in  FY  2007.  If  the  amount  of  vacancy  savings 
were  reduced,  the  PSR  proposes  that  the  first  20  positions  in  the  agency  be  exempted,  and  vacancy  savings  be  applied  to 
the  remaining  14  positions.  This  action  would  restore  58.8  percent  to  its  budget.  A  reduction  of  58.8  percent  would 
restore  $44, 1 1 1  in  FY  2006  and  $44, 1 1 8  in  FY  2007. 
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Agency  Proposed  Budget 

The  following  table  summarizes  the  total  executive  budget  proposal  for  the  agency  by  year,  type  of  expenditure,  and 
source  of  funding. 


Agency  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

1,095.05 

10.70 

0.00 

1,105.75 

14.70 

0.00 

1,109.75 

1,109.75 

Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 
Benefits  &  Claims 
Debt  Service 

46,769,287 

53,475,361 

186,727 

0 

6,072,076 

292,045 

2,756,947 
10,060,494 
0 
0 
0 
0 

0 
1,421,098 
0 
0 
0 
0 

49,526,234 

64,956,953 

186,727 

0 

6,072,076 

292,045 

2,910,278 

11,429,082 

0 

0 

0 

(108,354) 

0 
174.574 
0 
0 
0 
0 

49,679,565 

65,079,017 

186,727 

0 

6,072,076 

183,691 

99,205,799 

130,035,970 

373,454 

0 

12,144,152 

475,736 

Total  Costs 

$106,795,496 

$12,817,441 

$1,421,098 

$121,034,035 

$14,231,006 

$174374 

$121,201,076 

$242,235,111 

General  Fund 
State/Other  Special 
Federal  Special 
Proprietary 

104,019,287 

2,084,959 

228,677 

462,573 

11,863,532 

602,510 

326,175 

25,224 

1,421,098 
0 
0 
0 

117,303,917 

2,687,469 

554,852 

487,797 

13,286,291 

599,459 

326,175 

19,081 

174,574 
0 
0 
0 

117,480,152 

2,684,418 

554,852 

481,654 

234,784,069 

5,371,887 

1,109,704 

969,451 

Total  Funds 

$106,795,496 

$12,817,441 

$1,421,098 

$121,034,035 

$14,231,006 

$174,574 

$121,201,076 

$242,235,111 

Agency  Description 

The  Department  of  Corrections  (DOC),  authorized  in  section  2-15-2301,  MCA,  is  directed  in  section  53-1-201,  MCA,  to 
"utilize  at  maximum  efficiency  the  resources  of  state  government  in  a  coordinated  effort  to:  1)  develop  and  maintain 
comprehensive  services  and  programs  in  the  field  of  adult  and  youth  corrections;  and  2)  provide  for  the  care,  protection, 
and  mental  and  physical  development  of  youth  alleged  to  be  youth  in  need  of  supervision,  or  delinquent  youth  who  are 
referred  or  committed  to  the  department."  The  department's  five  programs  are: 


1 )  Administration  and  Support  Services: 

a.  Director's  Office:  Provides  training,  internal  audit,  victims  information,  policy,  and  investigation 

b.  Centralized  Services  Division:  This  office  provides  accounting,  budgeting,  legal  services,  human 
resources,  automation  technology,  and  statistics 

c.  Board  of  Pardons:  This  office  is  administratively  attached  to  the  Department  of  Corrections 

2)  Community  Corrections: 

a.  Community  Corrections  Administration 

b.  Treasure  State  Correctional  Training  (Adult  boot  camp)  at  the  Montana  State  Prison  (MSP) 

c.  Pre-release  programs  (Adult) 

d.  Probation  and  parole 

e.  DUI  Unit  (WATCh  Alcohol  treatment  facility  at  Warm  Springs) 

3)  Secure  Custody: 

a.  Montana  State  Prison  in  Deer  Lodge 

b.  Montana  Women's  Prison  in  Billings 

c.  Contract  bed  facilities  in  Shelby,  Great  Falls,  Missoula,  and  Glendive  (regional  prisons) 

4)  Montana  Correctional  Enterprises: 

a.  Ranch 

b.  Dairy 

c.  License  plate  factory 

d.  Vocational  education 

e.  Prison  industries  programs 

5)  Juvenile  Corrections  Division: 

a.  Juvenile  Corrections  Administration 

b.  Juvenile  Corrections  Bureau:  juvenile  parole  officers  and  detention  licensing 

c.  Riverside  Youth  Correctional  Facility  in  Boulder  (juvenile  female  offenders) 
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d.  Transition  Center  in  Great  Falls 

e.  Pine  Hills  Youth  Correctional  Facility  in  Miles  City  (juvenile  male  offenders) 

f.  Juvenile  Placement  Funds 


Agency  Highlights 


Department  of  Corrections 
Major  Budget  Highlights 


•     General  fiind  increases  by  $26.7  million  primarily  due  to: 

•  Additional  contract  beds  for  $  1 3 .2  million 

•  License  plate  replacement  for  $4.4  million 

•  Additional  beds  for  pre-release  facilities  for  $2.7  million 

•  Overtime  and  holiday  payout  for  secure  care  employees  of 
$2.3  million 

•  A  new  offender  tracking  system  for  $1 .6  million 

•  Additional  probation  and  parole  officers  for  $1 .4  million 


Major  LFD  Issues 


The  operation  capacity  of  existing  secure  care  facilities 

A  least  cost  study  for  the  expansion  of  prison  facilities 

Understated  overtime  and  holiday  payout  of  $0.9  million  in  the  secure 

care  facilities  budgets 

Cost  per  day  in  the  Bozeman  pre-release  facility 

Increase  of  19  FTE  in  the  area  of  probation  and  parole 

Overstated  cost  in  the  Offender  Tracking  System  budget 

Prepayments  made  to  Corrections  Corporation  of  America  for  the 

purchase  of  the  Crossroads  Correction  Facility 

Fund  switch  for  the  production  of  hcense  plates 
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Figure  1  below  provides  a  breakdown  of  the  reason  for  cost  increases  above  the  base  year  and  the  percentage  of 
increases. 


Figure  1 

Department  of  Corrections 

Major  Change 

Factors  - 

General  Fund 

Component 

2007Biemiium       Percent  of  Total 

Double  2004  Base  Budget 

$208,038,574 

Additional  Probation  and  Parole 

$1,422,477 

5.32% 

Additional  Contract  Beds 

13,154,393 

49.18% 

Additional  Pre-Release 

2,671,244 

9.99% 

Liscense  Plate  Replacement 

4,350,588 

16.27% 

Overtime/Holiday  Payout 

2,325,154 

8.69% 

New  Automation  System 

1,595,672 

5.97% 

Statewide  Present  Law  and  Other 

1,225,967 

4.58% 

Totals 

$26,745,495 

100.00% 

Increase  of  base  budget 

12.86% 

Total  2007  Biennium 

$234,784,069 

Funding 

The  following  table  summarizes  flmding  for  the  agency,  by  program  and  source,  as  recommended  by  the  Governor. 
Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 


Total  Agency  Funding 
2007  Biennium  Executive  Budget 

Agency  Program 

General  Fund       State  Spec.         Fed  Spec. 

Proprietary 

Grand  Total 

Total  % 

01  Admin  And  Support  Services 

02  Community  Corrections 

03  Secure  Custody  Facilities 

04  Mont  Correctional  Enterprises 

05  Juvenile  Corrections 
Grand  Total 

$     21,567,646     $       960,147     $                  -     $ 
54,937,105          1,060,004 
118,161,140          2,478,702             187,168 

7,542,613 
32,575,565             873.034             922.536 

106,399 
863,052 

$       22,634,192 

55,997,109 

120,827,010 

8,405,665 

34.371,135 

$     242,235,111 

9.3% 
23.1% 
49.9% 

3.5% 

14.2% 

100.0% 

$   234,784,069     $    5,371,887     $     1,109,704     $ 

969,451 

Biennium  Budget  Comparison 

The  following  table  compares  the  executive  budget  request  in  the  2007  biermium  with  the  2005  biennium  by  type  of 
expenditure  and  source  of  funding.  The  2005  biennium  consists  of  actual  FY  2004  expenditures  and  FY  2005 
appropriations. 
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Biennium  Budget  Comparison 

Present 

New 

Total 

Present 

New 

Total 

Total 

Total 

Budget  Item 

Law 

Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Law 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Biennium 
Fiscal  04-05 

Exec.  Budget 
Fiscal  06-07 

Kit 

1,105.75 

0.00 

1,105.75 

1,109.75 

0.00 

1.109.75 

1,095.05 

1.109.75 

Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 
Benefits  &  Claims 
Debt  Service 

49,526,234 

63,535,855 

186.727 

0 

6,072,076 

292,045 

0 
1,421,098 
0 
0 
0 
0 

49,526,234 

64,956,953 

186,727 

0 

6,072,076 

292,045 

49,679,565 

64,904,443 

186,727 

0 

6,072,076 

183,691 

0 
174,574 
0 
0 
0 
0 

49,679,565 

65,079.017 

186,727 

0 

6,072,076 

183,691 

94,491,518 

108,374,326 

511,227 

50 

13,112,272 

584,090 

99,205,799 

130,035,970 

373,454 

0 

12,144,152 

475,736 

Total  Costs 

$119,612,937 

$1,421,098 

$121,034,035 

$121,026,502 

$174,574 

$121,201,076 

$217,073,483 

$242,235,1 1 1 

General  Fund 
State/Other  Special 
Federal  Special 
Proprietary 

115,882,819 

2,687,469 

554,852 

487,797 

1,421,098 
0 
0 
0 

117,303,917 

2,687,469 

554,852 

487,797 

117,305,578 

2,684,418 

554,852 

481,654 

174,574 
0 
0 
0 

117,480,152 

2,684,418 

554,852 

481,654 

210,647,987 

4,687,882 

725,730 

1,011,884 

234,784,069 

5,371,887 

1,109,704 

969,451 

Total  Funds 

$119,612,937 

$1,421,098 

$121,034,035 

$121,026,502 

$174,574 

$121,201,076 

$217,073,483 

$242,235,111 

Supplemental  Appropriations  ,.,,~->«. 

The  executive  is  requesting  a  $3  million  general  fund  supplemental  due  to  higher  inmate  populations  than  anticipated. 
This  supplemental  amount,  provided  by  the  Department  of  Corrections,  is  a  very  high-level  estimate  at  this  time  based 
upon  the  current  population  projections.  This  amount  will  be  refined  as  the  legislative  session  proceeds. 

Adult  Population  Growth  Estimate 

The  Department  of  Corrections  provides  an  estimate  of  the  average  daily  population  (ADP)  that  is  used  to  forecast  the 
number  of  beds  required  to  hold  offenders  in  the  2007  biennium.  The  department's  estimate  of  the  ADP  shows  an 
increase  of  4.44  percent  in  FY  2006  and  4.50  percent  in  FY  2007.  The  actual  increase  in  FY  2004  for  ADP  was  4.46 
percent  and  the  projected  increase  for  FY  2005  is  4.40  percent. 

The  executive  accepted  the  department's  ADP  projections  in  developing  the  2007  biennium  budget.  This  budget  assumes 
that  most  of  the  state  correctional  facilities  will  be  at  or  near  operational  capacity.  Operational  capacity  is  defined  as  the 
maximum  facility  population  level  at  which  daily  operations  and  programs  can  be  conducted  safely  and  effectively 
(assumes  some  double  bunking).  The  budget  also  assumes  that  most  of  the  regional  prisons  will  be  at  operational 
capacity.  A  key  assumption  in  this  budget  is  that  the  department  would  contract  with  Corrections  Corporation  of 
America,  the  owners  of  the  private  prison  in  Shelby,  Montana,  to  build  a  new  500-bed  unit  that  would  be  available  for 
use  in  April  of  2006.  The  assumption  for  the  construction  start  date  is  April  of  2005.  The  current  operational  capacity  of 
the  existing  unit  is  475  beds  with  an  emergency  capacity  of  480  beds.  Another  key  assumption  in  the  forecast  is  that  the 
county  jails  will  hold  173  offenders  in  FY  2006  and  274  offenders  in  FY  2007.  Figure  2  below  provides  the  ADP  history 
and  growth  projections. 
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Figure  2 

Department  of  Corrections 

Aduh  Daily  Population  Growth  (ADP) 

Fiscal  Years  1997  through  2007 

1997 

1998 

1999 

2000 

2001 

2002 

2003 

2004 

2005 

2006 

2007 

Facility 

Actual 

Actual 

Actual 

Actual 

Actual 

Actual 

Acmal 

Actual 

Projected 

Projected 

Projected 

Montana  State  Prison 

1,289 

1.261 

1.288 

1.261 

1,268 

1.319 

1.307 

1,325 

1.380 

1.380 

1,380 

MSP  Expansion  Unit 

52 

54 

0 

0 

0 

0 

0 

0 

0 

0 

0 

County  Jails  &  Regional  Prisons 

142 

204 

310 

441 

455 

519 

474 

548 

577 

550 

588 

Private  Prisons 

224 

350 

341 

307 

384 

394 

348 

391 

420 

550 

700 

Boot  Camp  (TSCTC) 

28 

20 

30 

34 

42 

44 

50 

54 

55 

56 

57 

Prerelease 

258 

294 

357 

413 

423 

467 

494 

500 

550 

624 

624 

WATCh  Program  (DUI) 

0 

g 

0 

0 

0 

27 

119 

116 

n6 

n6 

116 

Subtotal  Males 

1.993 

2.183 

2,326 

2,456 

2.572 

2.770 

2,792 

2,934 

3,098 

3.276 

3,455 

%  Growth 

11.28% 

9.53% 

6.55% 

5.59% 

4.72% 

7.70% 

0.79% 

5.09% 

5.59% 

5.76% 

5.76% 

Montana  Women's  Prison 

69 

71 

69 

70 

71 

74 

130 

177 

205 

205 

205 

Boot  Camp  (TSCTC) 

0 

0 

1 

3 

4 

0 

0 

0 

0 

0 

0 

Intensive  Challenge  Program 

0 

0 

0 

0 

0 

7 

6 

7 

12 

12 

12 

County  Jails  &  Regional  Prisons 

5 

20 

16 

12 

16 

22 

11 

10 

26 

61 

124 

Private  Prisons 

0 

4 

40 

50 

61 

74 

7 

0 

0 

0 

0 

Prerelease 

54 

86 

87 

95 

111 

115 

119 

132 

132 

152 

152 

WATCh  Program  (DUI) 

0 

0 

0 

0 

0 

2 

12 

25 

24 

?! 

?1 

Subtotal  Females 

128 

181 

213 

230 

263 

295 

290 

351 

399 

454 

517 

%  Growth 

18.52% 

41.41% 

17.68% 

7.98% 

14.35% 

11.98% 

-1.53% 

21.03% 

13.68% 

13.78% 

13.88% 

Intensive  Supervision  Program 

156 

155 

184 

194 

226 

252 

277 

255 

260 

260 

260 

%  Growth 

28.93% 

0.00% 

17.95% 

5.43% 

16.49% 

11.50% 

9.92% 

-7.94% 

1.%% 

0.00% 

0,00% 

Probation  &  Parole 

5,176 

5.431 

5.787 

5.963 

6.047 

6.104 

6.552 

6,813 

7,052 

7.298 

7,554 

%  Growth 

3.67% 

4.93% 

6.55% 

3.04% 

1.41% 

0.94% 

7.34% 

3.98% 

3.51% 

3.49% 

3.51% 

Toul  Adult  ADP 

7.453 

7.951 

8.510 

8,843 

9.108 

9.421 

9.911 

10,353 

10.809 

11,288 

11,7% 

%  Growth 

6.27% 

6.68% 

7.03% 

3.91% 

3.00% 

3.43% 

5.21% 

4.46% 

4.40% 

4.44% 

4.50% 

General  Fund  Increases  Over  Fiscal  2004  Base  Expenditures 

Figure  3  shows  the  general  fund  increases  in  each  of  the  Department  of  Correction's  programs  for  FY  2006  and  FY  2007 
and  reflects  the  2007  biennium's  increase  as  a  percentage  of  the  base  budget. 
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Figure  3 

Department  of  Corrections 

General  Fund  Increases  Over  Fiscal  2004  Base  Expenditures 

by  Function 

Percent 

Percent 

FY  2004  Base 

FY  2006 

FY  2007 

Biennium 

Of  Total 

Over  Base 

Adult  Secure  Custody 

Montana  State  Prison 

$29,754,721 

$454,421 

$445,990 

$900,411 

3.37% 

3.03% 

Montana  Women's  Prison 

4,311,989 

87,668 

84,248 

171,916 

0.64% 

3.99% 

Contract  Beds 

17.904.680 

4.215.250 

8.930.783 

13.146.033 

49.15% 

73.42% 

Subtotal 

$51,971,390 

$4,757,339 

$9,461,021 

$14,218,360 

53.16% 

27.36% 

Juvenile 

Pine  Hills  School 

$5,888,038 

$686,004 

$683,912 

$1,369,916 

5.12% 

23.27% 

Riverside  Facility 

1,292,259 

53,519 

58,267 

111,786 

0.42% 

8.65% 

Juvenile  Placement 

6,062,478 

-20,134 

-20,134 

-40,268 

-0.15% 

-0.66% 

Parole 

1,356,167 

-13,977 

-13,331 

-27,308 

-0.10% 

-2.01% 

Transition  Centers 

657.517 

26.958 

27.296 

54.254 

0.20% 

8.25% 

Subtotal 

$15,256,459 

$732,370 

$736,010 

$1,468,380 

5.49% 

9.62% 

Community  Corrections 

Pre-Release 

$10,570,252 

$1,335,622 

$1,335,622 

$2,671,244 

9.99% 

25.27% 

TACTC  (Boot  Camp) 

1,482,839 

12,926 

11,072 

23,998 

0.09% 

1 .62% 

WATCH  (DUI  Unit) 

3,172,748 

-2 

-2 

-4 

0.00% 

0.00% 

Probation  &  Parole 

9,524.115 

603,213 

749.861 

1.353.074 

5.06% 

14.21% 

Subtotal 

$24,749,954 

$1,951,759 

$2,096,553 

$4,048,312 

15.14% 

16.36% 

MCE  (Prison  Enterorises) 

$1,572,197 

$3,878,141 

$520,078 

$4,398,219 

16.44% 

279.75% 

Subtotal  before  Admin 

$93,550,000 
15,485,203 

$11,319,609 
800,201 

$12,813,662 
804,958 

$24,133,271 
1,605,159 

90.23% 

25.80% 

Administration 

Support  Services 

$9,542,890 

$1,900,953 

$580,913 

$2,481,866 

9.28% 

26.01% 

Community  Corrections 

697,653 

-3,763 

-2.658 

-6,421 

-0.02% 

-0.92% 

Juvenile 

228.744 

67.831 

68.948 

136,779 

0.51% 

59.80% 

Subtotal 

$10,469,287 

$1,965,021 

$647,203 

$2,612,224 

9.77% 

24.95% 

Admin.  %  of  Grand  Total 

10.06% 

14.79% 

4.81% 

9.77% 

Grand  Total 

$104,019,287 

$13,284,630 

$13,460,865 

$26,745,495 

100.00% 

25.71% 

Adult  Secure  Custody 

This  area  is  comprised  of  the  Montana  State  Men's  prison,  the  Montana  Women's  prison,  and  all  secure  contract 
facilities.  The  2007  biennium  budget  for  general  fund  expenditures  is  expected  to  grow  by  27.36  percent  in  the 
executive's  budget.  This  increase  is  primarily  due  to  an  expected  increase  in  contract  beds  due  to  the  assumption  that 
increases  in  average  adult  population  will  be  placed  in  contract  facilities. 

Juvenile 

This  area  is  comprised  of  all  of  the  sub  programs  in  Juvenile  Corrections  including  secure  facilities  and  parole.  This  area 
is  expected  to  grow  by  9.62  percent  in  the  executive's  budget  request.  Most  of  the  increase  is  in  the  Pine  Hills  School 
and  is  due  to  a  request  for  overtime  and  statewide  present  law  adjustments. 

Community  Corrections 

This  area  is  comprised  of  adult  men  and  women's  pre-release  facilities,  the  boot  camp,  the  WATCh  program  and 
probation  and  parole.  The  2007  biennium  budget  for  general  fund  expenditures  is  expected  to  grow  by  16.36  percent  in 
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the  executive's  budget.  Most  of  this  increase  is  due  to  the  addition  of  beds  in  the  pre-release  facilities  and  the  request  for 
additional  staffing  in  the  area  of  probation  and  parole. 

MCE  (Prison  Enterprises) 

This  area  is  comprised  of  all  of  the  prison  enterprises.  This  area  is  expected  to  grow  by  279.75  percent  in  the  executive's 
budget  request,  mostly  due  to  the  production  of  new  license  plates  to  meet  the  new  issue  requirements. 

Administration 

This  area  is  comprised  of  all  of  the  administrative  services  that  provide  support  to  the  overall  department  and  to  the 
community  corrections  and  juvenile  corrections  programs.  These  costs  are  expected  to  grow  by  24.95  percent  in  the  2007 
biennium  mostly  due  to  new  automation  for  the  offender  tracking  system,  authority  for  the  inmate  welfare  fund,  and 
statewide  present  law  adjustments.  Administration  was  10.06  percent  of  total  direct  costs  during  FY  2004  and  is  expected 
to  be  9.77  percent  of  these  costs  during  the  2007  biennium. 

Inmate  Cost  Per  Day 

Cost  per  day,  sometimes  referred  to  as  cost  per  bed  day,  is  a  general  term  used  to  describe  the  average  cost  for 
incarcerating  an  inmate  for  one  day.  The  term  "inmate  day"  is  a  day  that  an  inmate  is  incarcerated  in  a  facility.  Cost  per 
day  is  derived  by  taking  the  total  costs  to  provide  care  and  custody  and  dividing  them  by  the  total  number  of  inmate  days 
during  the  period,  in  which  the  costs  were  incurred.  If  the  legislature  changes  the  projections  for  the  number  of  inmates 
in  the  system  from  the  executive  budget  these  costs  per  day  can  be  used  to  provide  revised  cost  estimates.  However,  one 
word  of  caution  is  offered.  The  costs  incurred  in  operating  these  facilities  are  mostly  fixed  in  nature.  Given  that  fact,  it 
takes  a  certain  base  level  of  costs  to  operate  any  facility  for  a  wide  number  of  inmates.  Therefore,  marginal  increases  or 
decreases  in  the  offender  population  would  not  likely  make  a  huge  difference  in  the  cost  structure.  The  costs  per  day  are 
provided  in  Figure  4  for  the  various  faciUties  available  to  the  Department  of  Corrections. 
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New  Proposals 

The  "New  Proposal"  table  summarizes  all  new  proposals  requested  by  the  executive.  Descriptions  and  LFD  discussion 

of  each  new  proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

Fi-iral  7007    -    - 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

Program                FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  1  -  Offender  Tracking  System  -  Restricted/OTO 
01                   0.00           1,421,098 

0 

0 

1,421,098 

0.00 

174,574 

0 

0 

174,574 

ToUl                   0.00         $1,421,098 

$0 

$0 

$1,421,098 

0.00 

$174,574 

$0 

$0 

$174374 

Agency  Issues 

Actual  Population  vs.  Designed  Capacity  of  Secure  Facilities 

The  purpose  of  this  section  is  to  provide  an  understanding  of  the  capacity  of  Montana's  secure  correctional  facilities  and 
how  the  Department  of  Corrections  intends  to  use  these  facilities  in  the  2007  biennium.  It  also  provides  various  capacity 
ratings  for  each  facility  and  an  understanding  of  what  these  capacity  ratings  mean.  Figure  5  provides  a  comparison  of  the 
Department  of  Correction's  projected  average  daily  population  (ADP)  for  each  of  the  secure  facilities  for  FY  2006  and 
FY  2007  to  the  capacity  design  of  the  facility.  The  capacity  design  has  three  ratings:  rated,  operational,  and  emergency. 
The  definitions  of  each  capacity  rating  are  as  per  the  Department  of  Correction's  policy  number  DOC  2.2.1  and  comply 
with  all  applicable  standards  and  codes. 

Rated  Capacity 

The  rated  capacity  for  the  facility  is  the  population  level  for  which  the  facility  was  designed.  This  capacity  assumes 
single  inmate  cell  occupancy. 

Operational  Capacity 

The  operational  capacity  for  the  facility  is  the  maximum  facility  population  level  at  which  daily  operations  and  programs 
can  be  conduced  safely  and  effectively.  This  capacity  assumes  some  double  bunking  in  cells. 

Emergency  Capacity 

The  emergency  capacity  for  the  facility  is  that  population  level  that,  when  reached,  has  the  distinct  possibility  of 
compromising  the  classification  system,  the  safety  of  staff  and  offenders,  and  the  security  of  the  facility. 
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Discussion  of  Each  Facility 

Montana  State  Prison  (adult  male  offenders)  -  This  facihty  is  expected  to  hold  1,380  offenders  during  the  2007 
biennium.  Its  operational  capacity  rating  is  1,407,  which  does  assume  double  bunking.  The  current  projection  show  that 
the  facility  would  be  27  beds  under  it  operational  capacity  level. 

Dawson,  Cascade,  and  Missoula  County  Prisons  (adult  male  offenders)  -  These  facilities  are  expected  to  hold  438 
offenders  during  the  2007  biennium.  At  this  level  each  facility  will  hold  offenders  above  the  operational  capacity  and  at 
or  near  the  emergency  capacity  level. 

Crossroads  Correctional  Center  (adult  male  offenders)  -  This  facility  is  expected  to  hold  550  offenders  during  FY  2006 
and  700  during  FY  2007.  The  executive's  budget  assumes  that  this  facility  will  be  expanded  to  accommodate  this 
population  at  the  current  cost  per  offender  day.  The  owner  of  this  facility  would  need  to  construct  additional  beds  to  meet 
this  demand. 

Treasure  State  Correctional  Training  Center  (adult  male  offenders)  -  This  facility  is  expected  to  hold  57  offenders  during 
the  2007  biennium,  which  is  just  under  the  operational  capacity. 

Warm  Springs  Addiction  and  Treatment  and  Change  Facility  (adult  male  and  female  offenders)  -  This  facility  is  expected 
to  hold  140  offenders  during  the  2007  biennium  which  is  at  the  operational  capacity. 

Pre-Release  facilities  (adult  male  offenders)  -  These  facilities  are  expected  to  hold  624  offenders  during  the  2007 
bienniiun.  The  executive  budget  is  requesting  additional  beds  for  these  facilities. 

County  Jails  (adult  male  offenders)  -  These  facilities  are  expected  to  hold  115  offenders  during  FY  2006  and  150 
offenders  during  FY  2007. 

Montana  Women's  Prison  (adult  women  offenders)  -  This  facility  is  expected  to  hold  205  offenders  during  the  2007 
biennium.  This  is  below  the  operational  capacity  level. 

Pre-Release  facilities  (adult  female  offenders)  -  These  facilities  are  expected  to  hold  152  offenders  during  the  2007 
biennium.  The  executive  budget  is  requesting  additional  beds  for  these  facilities. 

County  Jails  (adult  female  offenders)  -  These  facilities  are  expected  to  hold  61  offenders  during  FY  2006  and  124 
offenders  during  FY  2007. 


LFD 
ISSUE 


It  is  apparent  that  secure  care  populations  in  Montana  are  steadily  increasing.  Without  major  changes  in 
current  statutes,  including  sentencing,  this  trend  will  continue.  All  of  the  secure  care  facilities,  with  the 
exception  of  the  private  prison  in  Shelby,  will  be  well  above  their  rated  capacities  with  some  or  above  their 
operational  capacities  during  some  point  in  the  2007  biennium.  As  shown  in  the  following  figure,  the 

executive  is  proposing  to  expand  aduh  male  secure  care  placements  almost  exclusively  in  the  Crossroads  facility,  and 

expand  the  physical  capacity  by  another  500  beds. 
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Figure  6 

Department  of  Corrections 

-  Secure  Facilities 

Adult  Male  Population  Placements 

Biennial 

2007 

Percent 

Facility*                                            FY  2004 

Addition 

Biennium 

of  Increase 

MSP                                                         1,325 

55 

1,380 

13.5% 

County  Jails/Regional  Prisons                      548 

40 

588 

9.8% 

Private  Prisons                                            391 

309 

700 

75.9% 

Boot  Camp                                                    54 

3 

57 

0.7% 

Total                                                  2,318 

407 

2,725 

100.0% 

♦Does  not  include  the  DUI  WATCh  program 

There  are  two  issues:  1)  can  the  state  facilities  continue  to  operate  at  or  near  operational  capacity;  and  2)  is  the 
executive's  proposal  to  expand  placements  in  the  Crossroads  facility  the  least  costly  alternative  to  expanding  secure  care 
capacity. 

Operational  Capacity 

As  stated,  operational  capacity  is  defined  by  the  department  as  that  capacity  that  is  the  maximum  facility  population  level 
at  which  daily  operations  and  programs  can  be  conducted  safely  and  effectively.  This  capacity  assumes  some  double 
bunking  in  cells.  If  the  current  secure  facilities  operate  at  operational  capacity  for  any  length  of  time  and  slip  into 
emergency  capacity  from  time  to  time,  the  current  definitions  of  these  capacity  ratings  suggests  that  this  event  is 
dangerous  to  employees  and  offenders. 

Is  it  acceptable  to  have  populations  in  current  facilities  that  are  continuously  at  or  above  operational  capacity  levels?  Are 
employees  or  inmates  at  risk  of  harm?  Are  the  ratings  as  defined  by  the  department's  policy  reasonable  or  are  they 
assuming  too  much  or  too  little  population  in  their  criteria? 

Least  Costly  Alternative 

Because  the  executive  is  proposing  to  expand  secure  care  capacity  almost  exclusively  in  the  Crossroads  facility  in 
Shelby,  the  question  arises  as  to  whether  this  decision  is  based  upon  a  determination  that  this  option  is  the  least  costly  to 
the  state,  or  whether  the  decision  is  based  strictly  upon  ciurent  and  expandable  capacity. 

The  legislature  may  wish  to  direct  the  Department  of  Corrections  to  present  their  analysis  of  expansion  options  and  the 
basis  of  their  decision  to  expand  the  private  prison  rather  than  other  alternatives.  Also  the  legislature  may  wish  to  inquire 
from  the  department  the  timeline  and  the  critical  path  items  that  need  to  be  accomplished  to  have  a  reasonably  priced 
contract  in  place  for  new  beds  by  the  time  that  they  are  needed  to  support  the  executive's  population  growth  estimates. 


Projected  Shortfall  in  Overtime  Request  in  the  Governor 's  Budget 

Figiu^e  7  is  a  recalculation  of  the  executive's  budget  request  for  overtime  and  holiday  pay  out  in  all  programs  of  the 
Department  of  Corrections. 
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Dept.  Of  Corrections SUMMARY 

As  Figure  7  indicates  the  executive's  budget  appears  to  be  under-funded  by  approximately  $0.9  million  for  the  2007 
biennium.  Overtime  and  holiday  payout  is  a  zero  based  item  and  must  be  specifically  requested  in  the  budget.  The 
executive  budget  request  for  overtime  in  the  2007  biennium  is  $2.4  million.  The  amount  of  overtime  and  holiday  pay  out 
expended  during  FY  2004  by  the  department  was  $1.4  million.  When  this  base  is  adjusted  for  pay  increases  with 
benefits,  the  amount  becomes  $1.63  million.  The  amount  required  for  the  biennium  is  double  this  amount  or  $3.3  million. 


If  the  amount  of  overtime  is  similar  in  magnitude  during  the  2007  biennium  as  it  was  in  the  2005  biennium 
the  department  faces  a  funding  shortfall  and  may  need  supplemental  fimding. 

The  legislature  has  the  following  options: 

1 )  Increase  the  amount  of  the  executive  budget  by  the  full  $0.9  million 

2)  Request  that  the  department  fimd  this  shortfall  fi-om  some  other  area  within  its  approved  budget 

3)  Fund  some  reduced  amount  and  request  that  the  department  fund  the  difference 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 

Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 

Adjustment 
Fiscal  2007 

New 
Proposals 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

94.50 

0.00 

0.00 

94.50 

0.00 

0.00 

94.50 

94.50 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 

3,754,812 

5,987,744 

0 

0 

845,384 

(27,317) 

0 

0 

0 

1,421,098 

0 

0 

4,600,196 

7,381,525 

0 

0 

842,857 

(107,516) 

0 

0 

0 

174,574 

0 

0 

4,597,669 

6,054,802 

0 

0 

9,197,865 

13,436,327 

0 

0 

Total  Costs 

$9,742,556 

$818,067 

$1,421,098 

$11,981,721 

$735341 

$174,574 

$10,652,471 

$22,634,192 

General  Fund 
State/Other  Special 
Federal  Special 
Proprietary 

9,542,890 

105,261 

0 

94,405 

479,855 

376,338 

0 

(38,126) 

1,421,098 
0 
0 
0 

11,443,843 

481,599 

0 

56,279 

406,339 

373,287 

0 

(44,285) 

174,574 
0 
0 
0 

10,123,803 

478,548 

0 

50,120 

21,567,646 

960,147 

0 

106,399 

Total  Funds 

$9,742,556 

$818,067 

$1,421,098 

$11,981,721 

$735341 

$174,574 

$10,652,471 

$22,634,192 

Program  Description 

The  Administration  and  Support  Services  Program  includes  the  Director's  Office,  Centralized  Services  Division  and  the 
administratively  attached  Board  of  Pardons.  This  program  provides  to  the  department,  government  entities,  and  the 
pubUc  various  administrative  and  management  support,  human  resource,  budget,  accounting,  information  technology, 
legal  information,  technical  correctional  services,  policy  and  staff  development,  and  research  and  statistics. 

Program  Highlights 


Department  of  Corrections 

Administration  and  Support  Services  Program 

Major  Budget  Highlights 


General  fund  increases  by  $2.5  million  primarily  due  to: 

•  An  increase  of  $1.4  million  for  purchase  and  installation 
of  a  new  offender  tracking  system  (0-Track) 

•  Remainder  of  S  1.1  million  is  primarily  due  to  statewide 
present  law  adjustments 

State  special  revenue  funds  increase  by  $750,000  primarily  due  to 
funding  authority  for  the  inmate  welfare  fiind 


Major  LFD  Issues 


The  department  does  not  need  the  funding  authority  requested  in  DP 

12  for  the  inmate  welfare  fund  -  the  ftind  has  statutory  authority 

The  costs  of  the  O-Track  System  are  overstated  by  $186,574  in  FY 

2006  and  understated  by  $12,000  in  FY  2007 

The  Department  of  Corrections  should  make  periodic  reports  on  the 

development  and  installation  of  the  O-Track  System 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding 

Table 

Admin  And  Support 

Services 

Base            %  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004           FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$    9,542,890             98.0% 

$   11,443,843 

95.5% 

$  10,123,803 

95.0% 

02345  Inmate  Welfare  Fund 

- 

360,000 

3.0% 

360,000 

3.4% 

02689  Offender  Restitution 

98,659                1.0% 

118,548 

1.0% 

118,548 

1.1% 

02917  Msp  Canteen  Revolving  Acct 

1,322              0.0% 

937 

0.0% 

- 

- 

02927  Phs  Donations/I  &  1 

5,280              0.1% 

2,114 

0.0% 

. 

. 

06033  Prison  Ranch 

64,945               0.7% 

38,238 

0.3% 

35,689 

0.3% 

06034  Msp  Institutional  Industries 

20,583               0.2% 

12.486 

0.1% 

10,621 

0.1% 

06545  Prison  Indust.  Training  Prog 

8.877               0.1% 

5.555 

0.0% 

3.810 

0.0% 

Grand  Total 

$    9.742,556            100.0% 

$   11,981.721 

100.0% 

$  10,652.471 

100.0% 

This  program  is  funded  primarily  with  general  fund  and  has  a  minor  amount  of  state  special  revenue  and  proprietary 
funds.  State  special  revenue  funds  are  from  the  inmate  welfare  fimd,  restitution,  Montana  State  Prison  canteen,  and  the 
Pine  Hills  Youth  Correctional  Facility  canteen.  Proprietary  funds  are  from  the  ranch,  the  institution  industries,  and  the 
prison  industries. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fis 

General 
FTE                  Fund 

col  2006 

Firrn\  lOCil 

State 
Special 

Federal 

Special 

Total 
Funds 

FTE 

General 
Fund 

Stale 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

991.275 
(189,841) 

(18.519) 
(371,687) 

988.645 
(189.738) 

(18.325) 
(452.080) 

Total  SUtewlde  Preient  Law  Adjustments 

$411,228 

$328,502 

DP  12  -  Inmate  Welfare  Funds  Authority 

0.00                      0 

DP  14  -  Restitution  Program  Increase 

0.00                      0 

DP  18  -  Board  Of  Pardons  Member  Per  Diem 

0.00               26.950 

360.000 

19,889 

0 

0 
0 
0 

360.000 
19.889 
26.950 

0.00 
0.00 
0.00 

0 

0 

26.950 

360.000 

19.889 

0 

0 
0 
0 

360.000 
19,889 
26.950 

Total  Other  Pment  Law  Adjustments 

0.00            S26,950 

$379389 

$0 

$406339 

0.00 

$26,950 

$379389 

$0 

$406339 

Grand  Total  All  Present  Law  Adjustments 

$818,067 

$735,341 

Statewide  present  law  adjustments  consist  of: 

1)  The  increase  in  personal  service  costs  of  $991,275  in  FY  2006  and  $988,645  in  FY  2007  is  mostly  due  to:  a)  a 
large  vacancy  savings  in  FY  2004  due  to  a  high  number  of  vacancies,  some  of  which  were  kept  open  to  generate 
funds  for  other  programs;  and  b)  use  of  one-time  personal  services  contingency  funds  allocated  by  the 
Governor,  what  were  removed  from  the  base. 
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2)     Fixed  costs  decrease  by  $371,687  in  FY  2006  and  by  $452,080  in  FY  2007  due  primarily  to  decrease  in 
insurance  costs. 

Other  present  law  adjustments  consist  of: 

DP  12  -  IWF  -  Statutory  Authority  -  The  executive  requests  authority  to  expend  $360,000  in  each  year  of  the  biennium 
of  state  special  revenue  from  the  inmate  welfare  fund.  The  source  of  these  funds  is  from  canteen  profits,  inmate 
telephone  use,  and  cash  proceeds  from  the  disposition  of  confiscated  contraband.  These  fimds  are  expended  on  items  that 
benefit  the  inmate  population. 


LFD 
ISSUE 


A  statutory  appropriation  exists  for  these  finds.  This  DP  does  not  need  to  be  part  of  HB2.  The  legislature  may 
wish  to  take  no  action  on  this  request. 


The  inmate  welfare  fund  (IWF)  was  a  non-budget  agency  account.  HB  1 34  from  the  2003  legislative 
session  required  the  department  to  move  the  inmate  welfare  funds  to  a  budgeted  state  special  revenue 
account  as  a  result  of  a  legislative  audit  finding.  HB  134  required  the  department  to  begin  collecting 
and  dispersing  all  inmate  welfare  funds. 


LFD 
COMMENT 


DP  14  -  Restitution  Program  Increase  -  The  executive  requests  an  increase  in  state  special  revenue  to  pay  for  the 
processing  of  restitution  payments.  The  restitution  unit  collects  restitution  from  offenders  and  makes  payments  to  victims 
of  crime.  This  request  relates  to  an  increase  in  collections,  which  increases  workload  and  operating  costs.  The  annual 
increase  of  $19,899  is  comprised  of  $1 1,090  in  personal  services  costs  and  $8,799  in  operation  costs.  Operating  costs 
include:  postage,  long  distance  phone  calls,  check  printing  costs,  envelopes,  and  office  equipment.  The  state  began 
managing  this  program  in  October  of  2003.  Prior  to  that  date  the  counties  managed  the  program. 


LFD 
COMMENT 


Each  offender  is  ordered  to  pay  restitution  and  the  department  is  allowed  to  add  an  additional  10 
percent  onto  the  court  ordered  restitution  for  the  cost  of  administering  the  program. 


The  restitution  unit  had  collected  $1.3  million  in  the  first  nine  months  of  the  program  during  FY 
2004.  The  program  expects  to  collect  $2.0  million  during  FY  2005  and  is  projecting  collections  of  $2.2  million  and  $2.5 
million  during  FY  2006  and  FY  2007,  respectively.  Payments  are  made  to  victims  on  a  quaterly  basis.  HB  220,  passed  by 
the  2003  Legislature,  clarified  that  the  Department  of  Corrections  can  collect  restitution  from  offenders'  prison  accounts, 
earnings  after  their  release,  and  property.  The  restitution  obligation  remains  with  the  offender  until  it  is  fully  paid  or, 
upon  their  death,  the  balance  attaches  to  their  estate. 


DP  1 8  -  Board  Of  Pardons  Member  Per  Diem  -  The  executive  requests  funding  for  Board  of  Pardons  member  per  diem 
of  $50  per  day  for  every  day  that  the  member  is  engaged  in  the  performance  of  board  duties.  Board  member 
compensation  is  outlined  in  2-25-124  (7),  MCA.  This  expenditure  is  a  zero-based  activity.  The  board  conducts  monthly 
hearings  throughout  the  state  at  each  of  the  prisons  and  pre-release  centers.  In  addition  to  parole  hearings,  the  board 
conducts  numerous  revocation,  rescission,  and  administrative  reviews.  The  activities  of  the  board  are  expected  to  be 
accomplished  in  77  days  per  fiscal  year  (77  days  x  $50  per  day  x  7  board  members  =  $26,950) 
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New  Proposals 

New  Proposals 

Fii'.rjil '>fiOfi 

vif^^}  tftm 

Program                F  1  h 

General                Stale 
Fund                Special 

Federal 
Special 

Total 
Funds 

FTE 

General 

Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  1  -  Offender  Tracking  System 
01               0.00 

Total              0.00 

■  Restricted/OTO 

1,421,098                        0 

$1,421,098                      $0 

0 

$0 

1,421,098 
$1,421,098 

0.00 
0.00 

174,574 
$174,574 

0 

$0 

0 

$0 

174,574 
$174,574 

DP  1  -  Offender  Tracking  System  -  Restricted/OTO  -  The  executive  is  requesting  general  ftind  to  pay  for  the  purchase 
and  installation  of  a  new  offender  tracking  system  (O-  Track)  to  replace  the  current  system  that  was  installed  in  the  mid- 
1 980s.  Through  participation  in  a  consortium  of  states  the  department  would  acquire  a  comprehensive,  free,  open  source 
offender  management  system.  In  order  to  implement  this  system,  modifications  would  be  implemented  to  be  in 
compliance  with  Montana's  statutes,  regulations,  policies,  and  practices  unique  to  the  state.  This  decision  package  is  a 
one  time  only  and  restricted  request. 

The  following  figure  shows  a  detailed  breakdown  of  the  cost  of  the  system. 


Figures 

Dqjartment  of  Corrections 

New  Offender 

Tracking  System  Cost  Components 

Expenditures 

Expenditures 

Expenditures 

Cost  Component 

FY  2006 

FY  2007 

Total 

Basic  Module 

$650,000 

$0 

$650,000 

Juvenile  Module 

200,000 

0 

200,000 

Medical  Module 

125,000 

0 

125,000 

ITSD  Hosting 

174,574 

174,574 

349,148 

IBM  Support 

12,000 

12,000 

24,000 

Tinning  -  Informix 

20,000 

0 

20,000 

Training  -  Powerbuilder 

20,000 

0 

20,000 

Powerbuilder  Licenses 

14,975 

0 

14,975 

Power  Designer  Licenses 

14,975 

0 

14,975 

PVCS  Version  Manager 

2,250 

0 

2,250 

PVCS  Defect  Tracker 

750 

0 

750 

Total 

$1,234,524 

$186,574 

$1,421,098 

Reconciliation: 

DP  1  Amounts 

1.421,098 

174,574 

1,595,672 

(Over)/Understated 

($186,574) 

$12,000 

($174,574) 

The  costs  of  the  system  are  over  stated  by  $186,574  in  FY  2006  and  understated  by  $12,000  in  FY  2007.  The 
legislature  may  wish  to  make  an  adjustment  to  this  DP  to  fix  these  items.  The  amount  in  FY  2006  has  two 
ITSD  hosting  amounts  of  $174,574  and  two  IBM  support  amounts  of  $12,000.  The  amount  in  FY  2007  is 
missing  the  IBM  support  amount  of  $12,000. 


I.I  I) 
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An  offender  management  system  tracks  information  that  is  important  to  appropriate  and  effective 
management  of  the  inmate  as  they  proceed  through  the  correctional  process.  This  information 
includes:  the  inmate's  conduct,  training,  medical  condition,  length  of  sentence,  and  many  others.  It 
also  tracks  offenders  on  parole  and  probation.  The  Department  of  Corrections'  (DOC)  current  offender  management 
system  is  the  Adult  Criminal  Information  System  (ACIS)  that  was  operational  as  of  February  1986.  Over  time,  the 
functionality  of  the  ACIS  system  was  not  able  to  meet  the  all  of  the  demands  of  DOC  and  the  technology  that  ran  ACIS 
was  out  of  date.  In  1997,  DOC  decided  to  develop  ProFiles  as  a  replacement  system  for  ACIS.  Due  to  a  series  of  events, 
the  ProFiles  system  was  never  fully  developed  and  installed.  Today  all  four  of  the  original  ACIS  modules  are  still  in 
operation  with  two  modules  using  a  hybrid  of  ProFiles/ACIS  technologies.  The  remaining  ProFiles  development  has  been 
halted. 

The  O-Track  system  was  developed  by  the  state  of  Utah  with  the  first  module  becoming  operational  in  1996.  Since  that 
date  several  other  modules  have  been  developed  and  deployed,  and  five  other  states  have  established  programs  to 
implement  the  system.  A  module,  which  is  a  defined  set  of  functions,  has  four  main  types:  the  jails/institutions  module, 
the  field  components  module,  the  pre-release  module,  and  the  healthcare  module. 

A  consortium  of  states  owns  the  O-Track  system.  As  each  state  joins  the  consortium,  the  developments  of  any  other  state 
are  available  to  the  new  member  at  no  charge.  Alternatively,  any  new  development  or  modification  to  an  existing  module 
accomplished  by  a  new  member  becomes  the  property  of  the  consortium.  For  example,  the  modifications  noted  above  in 
DP  1  that  would  be  paid  for  by  the  state  of  Montana  would  not  only  be  of  benefit  to  Montana  but  would  be  available  to 
any  existing  or  future  member  of  the  consortium  of  states. 


LFD 
ISSUE 


The  DOC  has  not  yet  developed  an  implementation  plan  and  timeline  for  the  O-Track  project.  This  fact  was 
highlighted  by  a  recent  audit  conducted  by  the  Legislative  Audit  Division  (LAD),  which  recommended  that 
the  DOC  "develop  and  follow  a  structure  decision-making  and  project  management  fi-amework". 


Given  this  fact,  the  legislature  may  wish  to  ask  the  DOC  to  present  the  plan  and  report  on  progress  to  the  appropriate 
interim  committee. 
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The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  fimding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budge! 

Fiscal  06-07 

FTE 

205.00 

15.00 

0.00 

220.00 

19.00 

0.00 

224.00 

224.00 

Personal  Services 
Operating  Expenses 
Equipment 

9,291,137 

16,460,300 

0 

526,295 

1,647,873 

0 

0 
0 
0 

9,817,432 

18,108,173 

0 

670,440 

1,649,627 

0 

0 
0 
0 

9,961,577 

18,109.927 

0 

19,779,009 

36,218,100 

0 

ToUl  Costs 

$25,751,437 

$2,174,168 

$0 

$27,925,605 

$2320,067 

$0 

$28,071304 

$55,997,109 

General  Fund 
State/Other  Special 
Federal  Special 

25,447,607 

303,830 

0 

1 ,947,996 

226,172 

0 

0 
0 
0 

27,395,603 

530,002 

0 

2,093,895 

226.172 

0 

0 
0 
0 

27,541.502 

530,002 

0 

54,937,105 

1,060.004 

0 

Total  Funds 

$25,751,437 

$2,174,168 

$0 

$27,925,605 

$2320,067 

$0 

$28,071304 

$55,997,109 

Program  Description 

The  Community  Corrections  Program  includes  adult  probation  and  parole,  male  and  female  community  corrections 
programs,  boot  camp  training  unit  and  a  DUI  treatment  facility.  The  department  contracts  with  non-profit  corporations  in 
Great  Falls,  Butte,  Missoula,  Billings,  and  Helena  for  pre-release  services. 

Program  Highlights 


Department  of  Corrections 
Community  Corrections 
Major  Budget  Highlights 


Increase  of  $4  million  in  general  fund  is  due  primarily  to: 

•  1 9.00  FTE  in  the  area  of  probation  and  parole  at  a  cost  of 
$1.4  million 

•  Prerelease  bed  increase  of  $2.7  million 


Major  LFD  Issues 


•  Cost  per  bed  day  in  the  new  Bozeman  facility  is  significantly  above 
rates  in  current  facilities 

•  The  increase  in  19.00  FTE  may  be  overstated  to  maintain  the  average 
expected  increase  in  probation  and  parole  population 


Funding 

The  following  table  shows  program  fiinding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 
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Program  Funding  Table 
Community  Corrections 

Program  Funding 

Base            %  of  Base           Budget 
FY  2004           FY  2004           FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

01 100  General  Fund 
02261  P  &  P  Supervisory  Fee 
Grand  Total 

$  25,447,607             98.8%     $  27,395,603 

303.830                1.2%              530.002 

$  25,751,437            100.0%     $  27,925,605 

98.1% 

1.9% 

100.0% 

$   27,541,502 

530,002 

$   28,071,504 

98.1% 

1.9% 

100.0% 

This  program  is  funded  primarily  with  general  fond  and  has  a  minor  amount  of  state  special  revenue  fonds.  State  special 
revenue  fonds  are  from  supervision  fees  charged  to  each  offender.  Each  supervised  offender  pays  $10  per  month  in 
supervision  fees.  These  fimds  are  used  to  fond  probation  and  parole  training  and  supplies. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustinents 

Fiscal  2006 

General               Slate 
^  1 1                  Fund                Special 

Federal 
Special 



Total 
Funds 

Floral  2007 

FTE 

General 

Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

374,793 

(386,629) 

(45,993) 

(1,020) 

377,437 

(386,751) 

(44,599) 

(1,020) 

Total  Statewide  Present  Law  Adjustments 

($58,849) 

($54,933) 

DP  1  -  Additional  Probation  &  Parole  Staff 

15.00             640,247 
DP  2  -  Maintain  Community  Corrections  Programs 

0.00           1,335,622 
DP  5  -  Community  Corrections  Overtime 

0.00               30,976 
DP  1 3  -  Supervision  Fee  Spending  Authority 

0.00                        0 

0 
0 
0 

226,172 

0 
0 
0 

0 

640,247 

1,335,622 

30,976 

226,172 

19.00 
0.00 
0.00 
0.00 

782,230 

1,335,622 

30,976 

0 

0 

0 

0 

226,172 

0 
0 
0 
0 

782,230 

1,335,622 

30,976 

226,172 

Total  Other  Present  Law  Adjustments 

15.00        $2,006,845 

$226,172 

$0 

$2,233,017 

19.00 

$2,148,828 

$226,172 

$0 

$2375,000 

Grand  Total  All  Present  Law  Adjustments 

$2,174,168 

$2,320,067 

Each  of  these  present  law  adjustments  will  be  discussed  in  the  sub-program  sections  that  follow. 
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Sub-Program  Details 

COMMUNITY  CORRECTION  ADMINISTRATION  01 

Community  Corrections  Administration  is  includes  supervisory  staff. 

Sub-Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub-Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 

Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

12.50 

0.00 

0.00 

12.50 

0.00 

0.00 

12.50 

12.50 

Personal  Services 
Operating  Expenses 
Total  Costs 

631,691 

65,962 

$697,653 

(3,057) 

(706) 

($3,763) 

0 

0 

$0 

628,634 

65,256 

$693,890 

(1,976) 

(682) 

($2,658) 

0 

0 

$0 

629,715 

65,280 

$694,995 

1,258,349 

130,536 

$1,388,885 

General  Fund 
Total  Funds 

697,653 
$697,653 

(3.763) 
($3,763) 

0 
$0 

693,890 
$693,890 

(2,658) 
($2,658) 

0 
$0 

694.995 
$694,995 

1,388,885 
$U88,885 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  apphed  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

....Fi<!/-!>i  innA.... 

Pii-rni  "^nn? 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                   Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

23,135 

(26,192) 

(631) 

(75) 

24,262 

(26,238) 

(607) 

(75) 

Total  Statewide  Present  Law  Adjustments 

($3,763) 

($2,658) 

Grand  Total  All  Present  Law  Adjustments 

($3,763) 

($2,658) 
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Sub-Program  Details 

TREASURE  STATE  CORRECTIONAL  TRAINING  02 

The  Treasure  State  Correctional  Training  Center  (TSCTC)  is  referred  to  as  the  adult  boot  camp.  This  operation  is  located 
on  the  grounds  of  the  Montana  State  Prison  in  Deer  Lodge.  The  facility  has  a  rated  capacity  of  60  beds.  It  is  expected  to 
average  about  56  adult  male  inmates  during  the  2007  biennium.  The  boot  camp  program  is  a  voluntary  program  whereby 
the  graduates  may  receive  a  reduction  in  their  original  sentence. 

Sub-Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub-Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposa 

s 

Exec.  Budget 

Adjustment 

Proposa 

Is 

Exec.  Budget 

Exec.  Budget 

Budget  Item 

Fiscal  2004 

Fiscal  2006 

Fiscal  2006 

Fiscal  2006 

Fiscal  2007 

Fiscal  2007 

Fiscal  2007 

Fiscal  06-07 

FTE 

26.50 

0.00 

0.00 

26.50 

0.00 

0.00 

26.50 

26.50 

Personal  Services 

1,130,214 

14,338 

0 

1,144,552 

12,313 

0 

1,142,527 

2.287,079 

Operating  Expenses 

352,625 

(1,412) 

0 

351,213 

(1,241) 

0 

351,384 

702,597 

TotaJ  Costs 

$1,482,839 

$12,926 

$0 

$1,495,765 

$11,072 

$0 

$1,493,911 

$2,989,676 

General  Fund 

1,482,839 

12,926 

0 

1,495,765 

11,072 

0 

1,493,911 

2,989,676 

Total  Funds 

$1,482,839 

$12,926 

$0 

$1,495,765 

$11,072 

$0 

$1,493,911 

$2,989,676 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 


FTE 


Fiscal  2006 

General  Slate  Federal  Total 

Fund  Special  Special  Funds 


FTE 


Fiscal  2007 

General  State  Federal  Total 

Fund  Special  Special  Funds 


Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

Total  Statewide  Present  Law  Adjustments 

DP  5  -  Community  Corrections  Overtime 

0.00  30,976 

Total  Other  Present  Law  Adjustments 

0.00  $30,976 

Grand  Total  All  Present  Law  Adjustments 


$0 


$0 


29,762 

(46,400) 

(1.342) 

(70) 

($18,050) 


30,976 

$30,976 
$12,926 


0.00 


0.00 


30,976 


$30,976 


$0 


27,652 

(46,315) 

(1.171) 

(70) 

($19,904) 


30,976 


$0  $30,976 

$11,072 


DP  5  -  Community  Corrections  Overtime  -  The  executive  requests  overtime  in  the  amounts  of  $30,  976  in  each  of  FY 
2006  and  FY  2007.  Overtime  is  zero  based  funded. 


LFI) 
ISSUE 


Refer  to  the  summary  section  of  this  budget  analysis  for  a  discussion  of  overtime  calculated  by  the 
Department  of  Corrections 
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Sub-Program  Details 

PRE-RELEASE  03 

The  dqjartment  currently  contracts  with  private  non-profit  prerelease  centers  located  in  Butte,  Billings,  Great  Falls, 
Missoula,  and  Helena.  Prerelease  centers  provide  supervised  education,  treatment,  and  work  opportunities  for  offenders. 
Offenders  are  required  to  reside  in  these  centers  during  their  placements.  Prerelease  operations  and  their  contract 
capacities  are  as  follows: 

•  Traditional  prerelease  beds  for  adult  males  in  contract  facilities:  489 

•  Traditional  prerelease  beds  for  adult  women  in  contract  facilities:   1 10 

•  Transitional  living  slots  for  men  and  women  (inmates  do  not  stay  in  a  contract  facility):  65 

•  Boot  camp  aftercare  beds  in  Great  Falls:  30 

•  Connections  Corrections  Program  in  Butte  for  chemical  dependency  inmates:  40 

Sub-Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub-Program  Proposed  Budget 


Budget  Item 


Base  PL  Base  New  Total  PL  Base  New  Total  Total 

Budget  Adjustment  Proposals         Exec.  Budget        Adjustment  Proposals         Exec.  Budget        Exec  Budget 

Fiscal  2004         Fiscal  2006         Fiscal  2006         Fiscal  2006         Fiscal  2007         Fiscal  2007         Fiscal  2007  Fiscal  06-07 


Operating  Expenses 
Total  Costs 

General  Fund 
Total  Funds 


10,570,252 
$10370,252 

10,570,252 
$10,570,252 


1,335,622 
$M35,622 

1,335,622 
$1335,622 


0 
$0 

0 
$0 


11,905,874 
$11,905,874 

11,905,874 
$11,905,874 


1,335,622 
$1335,622 

1,335,622 
$1335.622 


0 
$0 


0 
$0 


11,905,874 
$11,905,874 

11,905,874 
$11,905.874 


23,811,748 
$23,81 1,748 

23,811,748 
$23,811.748 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

-Fiscal  2006- 

General             State 
FTE                   Fund                  Special 

Federal 

Special 

Total 

Funds                FTE 

Fiscal  2007- 

General             State 
Fund                  Special 

Federal 
Special 

Total 

Funds 

DP  2  -  Maintain  Community  Corrections  Programs 
0.00           1,335,622 

0 

0           1,335,622 

0.00          1,335,622 

0 

0          1335,622 

Total  Other  Present  Law  Adjustments 

0.00        $1335,622 

$0 

$0        $1335,622 

0.00        $1335.622 

SO 

$0        $13.3.5,622 

Grand  Total  All  Present  Law  Adjustments 

$1335.622 

$1335,622 

DP  2  -  Maintain  Communitv  Corrections  Programs  -  The  executive  request  funding  for  community  corrections  to  fund 
new  beds  in  both  new  and  existing  facilities.  The  beds  are  to  cover  the  expected  increase  in  populations. 
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LFD 
ISSUE 


The  new  beds  or  cost  adjustment  are  itemized  in  the  following  table: 


Figure  9 

Community  Corrections 

Request  for  New  Beds  During  the  2007  Biennium 

Number  of  Cost/Bed  Day 

Executive  Budge 

Male  vs  Female 

Prerelease  Location 

Beds 

FY  2006 

FY  2006 

FY  2007 

Biennium 

Adult  Male 

Bozeman-  New  Location 

10 

$68.62 

$250,463 

$250,463 

$500,926 

Adult  Male 

Existing  Facilities 

20 

41.47 

302,731 

302,731 

605,462 

Adult  Female 

Existing  Facilities 

10 

51.44 

187,756 

187,756 

375,512 

Adult  Male  and  Female 

Transitional  Living  Slots 

30 

17.42 

190,749 

190,749 

381,498 

Adult  Male 

Boot  Camp  After  Care 

10 

45.90 

167,535 

167,535 

335,070 

Adult  Female 

Boot  Camp  After  Care 

4 

55.06 

80,388 

80,388 

160,775 

Adult  Male  and  Female 

Special  Care  (additional  cost) 

20 

20.00 

146,000 

146,000 

292,000 

Adult  Male  and  Female 

Stipends  (*) 

0 

10,000 

10,000 

20,000 

Totals 

(*)    Payments  to  offenders  to  provide                    104 

$1,335,622 

$1,335,622 

$2,671,243 

their  own  lodging 

The  cost  of  the  new  facility  in  Bozeman  will  be  significantly  greater  at  $68.62  per  bed  day  than  existing  facilities  at 
$41.47  per  bed  day.  This  high  cost  is  due  to  the  initial  lack  of  economies  of  scale  and  because  the  facility  will  have 
treatment  services.  Once  the  Bozeman  facility  can  house  more  offenders,  the  cost  per  bed  day  should  be  reduced.  This 
facility  is  in  the  startup  phase  and  will  only  be  able  to  provide  10  beds  during  the  2007  biennium. 

The  legislature  may  wish  to  ask  the  department  to  place  on  hold  using  the  Bozeman  facility  until  it  can  handle  more 
offenders  so  that  the  cost  per  bed  day  equal  to  or  less  than  that  of  the  existing  facilities.  This  action  could  save  between 
$7.15  and  $27.15  per  bed  day,  which  equates  to  a  total  savings  of  between  $50,000  and  $200,000  in  the  2007  biennium. 
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Sub-Program  Details 

PROBATION  AND  PAROLE  04 

Probation  and  Parole  supervises  nearly  7,000  inmates.  The  department  expects  this  area  to  manage  between  7,300  and 
7,600  offenders  during  the  2007  biennium. 

Sub-Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub-Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

166.00 

15.00 

0.00 

181.00 

19.00 

0.00 

185.00 

185.00 

Personal  Services 
Operating  Expenses 
Toul  Costs 

7,529,232 

2,298,713 

$9,827,945 

515,014 

314,371 

$829385 

0 

0 

$0 

8.044,246 

2,613,084 

$10,657330 

660,103 

315,930 

$976,033 

0 

0 

$0 

8,189335 

2,614,643 

$10303,978 

16.233,581 

5,227,727 

$21,461308 

General  Fund 
State/Other  Special 
Total  Funds 

9,524,115 

303,830 

$9,827,945 

603,213 

226,172 

$829385 

0 

0 

$0 

10,127,328 

530,002 

$10,657330 

749,861 

226,172 

$976,033 

0 

0 

$0 

10,273,976 

530,002 

$10,803,978 

20,401,304 

1 ,060.004 

$21,461308 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

pj — 1  inn<; 

General 
FTE                   Fund 

State 
Special 

Federal 
Special 

Total 

Funds                FTE 

General            State 
Fund                Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

321,896 

(314,037) 

(44,018) 

(875) 

325,523 

(314,198) 

(42,819) 

(875) 

Total  Statewide  Present  Law  Adjustments 

($37,034) 

($32369) 

DP  1  -  Additional  Probation  &  Parole  Staff 

15.00            640,247 
DP  1 3  -  Supervision  Fee  Spending  Authority 

0.00                      0 

0 

226,172 

0 
0 

640,247 
226,172 

19.00 
0.00 

782,230                       0 
0             226,172 

0 

0 

782,230 
226.172 

Total  Other  Present  Law  Adjustments 

15.00           $640,247 

$226,172 

$0 

$866,419 

19.00 

$782,230           $226,172 

$0 

$1,008,402 

Grand  Total  All  Present  Law  Adjustments 

$829385 

$976,033 

DP  1  -  Additional  Probation  &  Parole  Staff  -  The  executive  requests  funding  for  increases  in  FTE  for  adult  probation  and 
parole  to  handle  increases  in  caseload.  Caseload  is  expected  to  increase  from  an  estimated  7,000  offenders  in  FY  2005  to 
between  7,300  and  7,600  offenders  in  the  2007  biennium.  The  executive  requests  15.0  FTE  in  FY  2006  and  19.0  FTE  in 
FY  2007.  These  FTE  would  be  in  the  following  positions: 

•  14.00  FTE  as  adult  probation  and  parole  officers  or  intensive  supervision  officers 

•  1 .50  FTE  as  institutional  probation  and  parole  officers  (in  the  Montana  State  Prison) 

•  3.50  FTE  as  administrative  staff  to  support  the  probation  and  parole  officers 
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Probation  and  Parole  has  166.00  FTE  which  is  comprised  of: 


6  regional  administrators 

14  probation  and  parole  n  officers 

94  probation  and  parole  officers  (request  for  additional  14.00  FTE) 
1 0  institutional  probation  and  parole  officers  (request  for  additional  1 .50  FTE) 

1 5  intensive  supervision  officers 
27  administrative  support  staff  (request  for  additional  3.50  FTE) 

The  request  for  new  FTE  is  located  to  the  right  of  the  current  FTE  count  above. 

The  department  states  that  they  currently  supervise  about  7,000  offenders  and  of  this  total  about  250  offenders  are  in  the 
intensive  supervision  program.  Many  of  the  remaining  6,750  offenders  are  supervised  by  probation  and  parole  officers, 
which  total  108  (94  officers  and  14  officers  U).  A  simple  average  shows  that  each  of  the  108  officers  would  supervise 
about  63  offenders. 

The  department  forecasts  that  that  by  FY  2007  they  will  supervise  about  7,600  offenders  and  of  this  total  about  260 
would  be  intensive  supervision  offenders.  The  remaining  offenders  would  total  7,340,  which  is  an  increase  of  340 
offenders  fi-om  the  current  7,000.  Assuming  the  new  14  officers  would  supervise  this  incremental  340  offenders  the 
simple  average  would  be  24  offenders  per  new  officer.  This  would  be  a  reduction  of  39  offenders  per  officer  from  the 
current  average  of  63.  Alternatively,  assuming  that  all  7,340  offenders  were  average  by  the  new  base  of  122  officers  the 
simple  average  would  be  60  offenders  per  officer,  which  is  down  fi-om  the  current  average  of  63  offenders  per  officer. 


LFD 

ISSUE  CONT, 


The  legislature  may  wish  to  slow  the  ramp  up  of  FTE  to  one-half  in  each  fiscal  year.  Alternatively  the 
legislature  may  wish  to  fiind  only  8  FTE  in  the  probation  and  parole  area  to  keep  the  average 
offenders  per  FTE  at  63  rather  than  at  the  reduced  number  of  60. 


DP  13  -  Supervision  Fee  Spending  Authority  -  The  executive  is  requesting  an  increase  in  expenditure  authority  in  the 
probation  and  parole  supervision  fee  fi-om  $303,828  to  $530,000,  which  is  an  increase  of  $226,172.  This  request  also 
includes  $30,000  of  spending  authority  for  the  Interstate  Compact  Unit.  The  number  of  offenders  that  will  be  in  the 
probation  and  parole  program  are  expected  to  increase.  Therefore,  there  would  be  an  increase  in  collection  of  the  fee. 
The  department  is  requesting  that  this  additional  amount  be  used  for  increases  in  safety  and  training  of  probation  and 
parole  staff  Montana's  Interstate  Compact  Unit  has  statutory  authority  to  collect  fees  fi-om  offenders  wishing  to  transfer 
to  other  states.  The  majority  of  the  fees  collected  would  go  towards  the  $18,000  annual  national  interstate  fee.  The 
remainder  of  the  fees  collected  would  be  utilized  for  interstate  staff  training  and  equipment. 


LFD 
COMMENT 


Each  offender  in  the  probation  and  parole  program  pays  a  supervision  fee  as  per  46-23-1013,  MCA. 
This  fee  is  no  less  than  $120  per  year  and  no  more  than  $360  per  year.  The  fee  is  prorated  at  $10  per 
month  for  each  month  that  the  offender  is  in  the  probation  and  parole  program.  The  fee  is  used  to  pay 
for  certain  costs  related  to  training  programs  for  probation  and  parole  officers 
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Sub-Program  Details 

DUI  UNIT  05 

The  DUI  Unit  is  also  referred  to  as  the  Warm  Springs  Addictions  Treatment  and  Change  Program  (WATCh)  Program. 
The  Department  of  Corrections  is  under  contract  with  Community,  Counsehng,  and  Correctional  Services,  Inc  to  treat 
DUI  offenders  sentenced  to  the  WATCH  Program.  Intensive  residential  alcohol  treatment  is  provided  for  offenders 
convicted  of  a  fourth  or  subsequent  driving  under  the  influence  offense.  The  facility  has  140  beds  for  adult  men  and 
women  offenders. 

Sub-Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub-Program  Proposed  Budget 
Budget  Item 

Base 
Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 

Proposals 
Fiscal  2006 

Total 

Exec,  Budget 
Fiscal  2006 

PL  Base 

Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

Operating  Expenses 
Total  Costs 

General  Fund 
Total  Funds 

3,172,748 
$3,172,748 

3,172,748 
$3,172,748 

(2) 
($2) 

(2) 

($2) 

0 
$0 

0 

so 

3.172,746 
$3,172,746 

3,172,746 
$3,172,746 

(2) 
($2) 

(2) 
($2) 

0 
SO 

0 
$0 

3,172,746 
$3,172,746 

3,172,746 
$3,172,746 

6,345,492 
$6345,492 

6,345,492 
$6345,492 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fis. 

General 
FTE                 Fund 

.    FiQrj»l  ''007    - 

State 
Special 

Federal 

Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Inflation/Deflation 

(2) 

(2) 

Total  Sutewide  Present  Law  Adjustments 

($2) 

($2) 

Grand  Total  All  Present  Law  Adjustments 

($2) 

($2) 

Dept.  Of  Corrections 


D-91 


Community  Corrections 


Dept.  Of  Corrections 


03-Secure  Custody  Facilities 


Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

578.45 

(4.30) 

0.00 

574.15 

(4.30) 

0.00 

574.15 

574.15 

Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 
Debt  Service 

24,796,692 

28,157,335 

181,377 

0 

75,337 

478,782 

4,372,141 

0 

0 

0 

0 
0 
0 
0 
0 

25,275,474 

32,529,476 

181,377 

0 

75,337 

480,481 

9,074,124 

0 

0 

0 

0 
0 
0 
0 
0 

25,277,173 

37,231,459 

181,377 

0 

75,337 

50,552,647 
69,760,935 

362,754 
0 

150,674 

Total  Costs 

$53,210,741 

$4,850,923 

$0 

$58,061,664 

$9,554,605 

$0 

$62,765346 

$120,827,010 

General  Fund 
State/Other  Special 
Federal  Special 

51,971,390 

1,239,351 

0 

4,757,339 

0 

93,584 

0 
0 
0 

56,728,729 

1,239,351 

93,584 

9,461,021 

0 

93,584 

0 
0 
0 

61,432,411 

1,239,351 

93,584 

118,161.140 

2,478,702 

187,168 

Total  Funds 

$53,210,741 

$4,850,923 

$0 

$58,061,664 

$9,554,605 

$0 

$62,765346 

$120,827,010 

Program  Description 

The  Secure  Facilities  Program  includes  the  Montana  State  Prison  for  adult  men,  Montana  Women's  Prison,  and  contract 
bed  facilities  for  adult  offenders  which  include:  Glendive  Regional  Prison,  Cascade  Regional  Prison,  Missoula 
Assessment  and  Sanction  Center,  and  the  Crossroads  Regional  Prison  in  Shelby. 

Program  Highlights 


Department  of  Corrections 
Secure  Facilities  Program 
Major  Budget  Highlights 


The  general  fund  increases  by  $14.2  million  for  the  2007  biennium 
over  the  base  budget  primarily  due  to: 

•  Additional  contract  beds  for  $  1 3 . 1  million 

•  Overtime  request  at  $  1 .4  million 

•  Reduction  of  4.30  FTE  for  the  statewide  FTE  reduction  as 
recommended  by  the  Governor 


Major  LFD  Issues 


Overtime  may  be  understated 

Use  of  $7.1  million  in  prepayments  for  the  purchase  of  the  Shelby 

facility  for  other  state  purposes 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 
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Program  Funding  Table 

Secure  Custody  Facilities 

Base 

%  of  Base           Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004           FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$51,971,390 

97.7%     $  56,728,729 

97.7% 

$61,432,411 

97.9% 

02339  Inmate  Welfare/Inmate  Pay 

100,000 

0.2%             100,000 

0.2% 

100,000 

0.2% 

02917  Msp  Canteen  Revolving  Acct 

1,139,351 

2.1%          1,139,351 

2.0% 

1,139,351 

1.8% 

03315  Misc  Federal  Grants 
Grand  Total 

_ 

93,584 

0.2% 
100.0% 

93,584 
$  62,765,346 

0.1% 
100.0% 

$53,210,741 

100.0%     $58,061,664 

This  program  is  funded  primarily  with  general  fund  and  has  a  minor  amount  of  state  special  revenue  and  federal  special 
funds.  State  special  revenue  funds  are  for  inmate  pay  and  the  Montana  State  Prison  canteen  operations,  federal  funds  are 
education  funds  received  via  a  pass  through  grant  from  the  Office  of  Public  histruction. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustraenls 

,  , Ffffr"'  •>'^f»£ 

~irj"\\  1007 

General 
FTE                  Fund 

State 
Special 

Federal 

Special 

Total 
Funds 

FTE 

General 
Fund 

Stale 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

607,071 

(1,016,140) 

59,511 

(248) 

608,869 

(1,016,239) 

45,689 

(248) 

Total  Statewide  Present  Law  Adjustments 

($349,806) 

($361,929) 

DP  6  -  Secure  Custody  Overtime 

0.00            824,255 
DP  7  -  MSP  Inmate  Pay 

0.00             182,938 
DP  1 1  -  MSP  -  Federal  Authority 

0.00                      0 
DP  16  -  Contract  Bed  Per  Diem  Rate  Increa.'se 

0.00          4,219,294 
DP  17  -  Statewide  FTE  Reduction 

(4.30)           (219,342) 

0 
100,000 
0 
0 
0 

0 
0 
93,584 
0 
0 

824,255 

282,938 

93,584 

4,219,294 

(219,342) 

0.00 
0.00 
0.00 
0.00 
(4.30) 

824,255 

182,938 

0 

8,935,099 

(219,342) 

0 
100,000 
0 
0 
0 

0 

0 

93,584 

0 

0 

824,255 

282,938 

93,584 

8,935,099 

(219,342) 

Total  Other  Present  Law  Adjustments 

(4J0)         $5,007,145 

$100,000 

$93,584 

$5,200,729 

(4J0) 

$9,722,950 

$100,000 

$93,584 

$9,916,534 

Grand  Total  All  Present  Law  Adjustments 

$4,850,923 

$9,554,605 

Each  of  these  present  law  adjustments  will  be  discussed  in  the  sub-program  sections  that  follow. 
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Sub-Program  Details 

MONTANA  STATE  PRISON  01 

The  Montana  State  Prison,  located  in  Deer  Lodge,  is  a  secure  custody  facility  for  adult  males.  This  facility  had  an 
average  daily  population  of  1,325  in  fiscal  2004.  The  facility  has  an  operational  capacity  of  1,407  beds. 

Sub-Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub-Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 

Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

503.18 

(4.30) 

0.00 

498.88 

(4.30) 

0.00 

498.88 

498.88 

Personal  Services 
Operating  Expenses 
Equipment 
Debt  Service 
Total  Costs 

21,718,952 

9,018,406 

181,377 

75,337 

$30,994,072 

405,925 

142,080 

0 

0 

$548,005 

0 
0 
0 
0 
$0 

22,124,877 

9,160,486 

181,377 

75,337 

$314142,077 

408,862 

130,712 

0 

0 

$539,574 

0 
0 
0 
0 
$0 

22,127,814 

9,149,118 

181,377 

75,337 

$31333,646 

44,252,691 

18,309,604 

362,754 

150,674 

$63,075,723 

General  Fund 
State/Other  Special 
Federal  Special 
Total  Funds 

29,754,721 

1.239,351 

0 

$30,994,072 

454,421 

0 

93,584 

$548,005 

0 

0 

0 

$0 

30.209,142 

1,239,351 

93,584 

$31,542,077 

445,990 

0 

93,584 

$539374 

0 

0 

0 

$0 

30,200,711 

1,239,351 

93,584 

$31333,646 

60,409,853 

2,478,702 

187,168 

$63,075,723 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

^^ 

Fiscal  2006- 

General             State 
FTE                   Fund                  Special 

Federal 
Special 

Total 

Funds               FTE 

Fiscal  2007- 

General             State 
Fund                  Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

536,658 

(890,219) 

48,744 

(248) 

539,733 

(890,357) 

37,376 

(248) 

Total  Statewide  Present  Law  Adjustments 

($305,065) 

($313,496) 

DP  6  -  Secure  Custody  Overtime 

0.00             695,890 
DP  7  -  MSP  Inmate  Pay 

0.00             182,938 
DP  1 1  -  MSP  -  Federal  Authority 

0,00                        0 
DP  17  -  Statewide  FTE  Reduction 

(4.30)           (219,342) 

0 

100,000 

0 

0 

0 

0 

93,584 

0 

695,890 

282,938 

93,584 

(219,342) 

0.00            695,890                      0 

0.00            182,938             100,000 

0.00                      0                      0 

(4.30)          (219,342)                      0 

0 

0 

93,584 

0 

695,890 

282,938 

93,584 

(219,342) 

Total  Other  Present  Law  Adjustments 

(4.30)            $659,486 

$100,000 

$93384 

$853,070 

(4J0)           $659,486           $100,000 

$93384 

$853,070 

Grand  Total  All  Present  Law  Adjustments 

$548,005 

$539374 

DP  6  -  Secure  Custody  Overtime  -  The  executive  is  requesting  an  appropriation  for  overtime  for  personal.  Overtime  is 
zero  based  funded,  and  all  amounts  that  are  removed  from  the  base  must  be  requested  in  full  each  biennium.  The  prison 
is  operational  24  hours  per  day  and  365  days  per  year  and  overtime  is  used  to  maintain  required  staff  coverage. 
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Refer  to  the  summary  section  of  this  budget  analysis  for  a  discussion  on  overtime  calculated  by  the 
Department  of  Corrections. 


DP  7  -  MSP  Inmate  Pay  -  The  executive  requests  state  special  revenue  and  general  fund  authority  for  inmate  wages. 
Funds  for  inmate  wages  is  a  zero  based  request.  Education,  vocational  training,  and  inmate  jobs  are  used  for  meaningful 
time  occupation,  increased  self-esteem,  and  purchasing  power  for  essentials  and  restitution  for  the  inmates.  Currently 
there  are  802  inmates  earning  between  $1 .25  and  $6.30  per  day. 

DP  11  -  MSP  -  Federal  Authority  -  Montana  State  Prison  receives  federal  funding  yearly  from  the  Office  of  Public 
histruction  for  the  Montana  State  Prison  Adult  Basic  Literacy  Education  grant  and  Title  L 

DP  17  -  Statewide  FTE  Reduction  -  The  executive  is  requesting  a  reduction  of  4.30  FTE  as  part  of  a  statewide  FTE 
reduction  to  make  personal  services  reductions  enacted  by  the  2003  legislative  permanent. 
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Sub-Program  Details 

MONTANA  WOMENS  PRISON  02 

The  Montana  Women's  Prison,  located  in  Billings,  is  an  adult  female  secure  facility.  This  facility  had  an  average  daily 
population  of  177  in  FY  2004.  The  facility  has  an  operational  capacity  of  209  beds. 

Sub-Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub-Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

66.27 

0.00 

0.00 

66.27 

0.00 

0.00 

66.27 

66.27 

Personal  Services 
Operating  Expenses 
Total  Costs 

2,628,625 

1,683,364 

$4,311,989 

76,409 

11,259 

$87,668 

0 

0 

$0 

2,705,034 

1,694,623 

$4399,657 

75,462 

8,786 

$84,248 

0 

0 

$0 

2,704,087 

1,692,150 

$4396,237 

5,409,121 

3,386,773 

$8,795,894 

General  Fund 
Total  Funds 

4,311,989 
$4311,989 

87,668 
$87,668 

0 
$0 

4,399,657 
$4399,657 

84,248 
$84,248 

0 
$0 

4,396,237 
$4396,237 

8,795,894 
$8,795,894 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fiscal  2006- 

General             State 

Federal 



Total 

Fiscal  2007- 

General             State 

Federal 

Total 

FTE                   Fund 

Special 

Special 

Funds                FTE 

Fund                  Special 

Special 

Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 

55,399 

(107,355) 

11,259 

54,427 

(107330) 

8,786 

Total  Statewide  Present  Law  Adjustments 

($40,697) 

($44,117) 

DP  6  -  Secure  Custody  Overtime 

0.00              128,365 

0 

0 

128,365 

0.00            128,365 

0 

0 

128,365 

Total  Other  Present  Law  Adjustments 

0.00           $128365 

$0 

$0 

$128365 

0.00          $128365 

$0 

$0 

$128365 

Grand  Total  All  Present  Law  Adjustments 

$87,668 

$84,248 

DP  6  -  Program  3  Overtime  -  The  executive  is  requesting  an  appropriation  for  overtime  and  overtimes  used  to  maintain 
required  coverage.  Overtime  is  zero  based  funded.  The  prison  is  operational  24  hours  per  day  and  365  days  per  year. 


Refer  to  the  summary  section  of  this  budget  analysis  for  a  discussion  on  overtime  calculated  by  the 
Department  of  Corrections. 
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Sub-Program  Details 


CONTRACTED  BEDS  04 

The  contract  beds  budget  represents  those  expenditures  directly  related  to  housing  Montana  inmates  outside  of  the  state- 
operated  correctional  institutions. 


1.1  0 
COMMENT 


The  non-state  operated  facilities  are: 


•  Dawson  County  Regional  Prison  (adult  men) 

•  Average  daily  population  of  140  during  FY  2004 

•  Operational  capacity  of  141  beds 

•  Cascade  Regional  Prison  (aduh  men) 

•  Average  daily  population  of  1 49  during  FY  2004 

•  Operational  capacity  of  1 49  beds 

•  Missoula  Assessment  and  Sanction  Center  (adult  men) 

•  Average  daily  population  of  1 3 1  during  FY  2004 

•  Operational  capacity  of  141  beds 

•  Crossroads  Regional  prison  in  Shelby  (adult  men) 

•  Average  daily  population  of  39 1  during  FY  2004 

•  Operational  capacity  of  475  beds 

•  County  jails  located  in  39  counties  (adult  men  and  women) 

•  Average  daily  population  of  1 33  during  FY  2004 

•  Operational  capacity:  N/A. 

Note:  There  are  three  levels  of  "capacity"  defined  by  the  Department  of  Corrections.  Rated  capacity,  operational 
capacity,  and  emergency  capacity.  Please  refer  to  the  simunary  section  of  this  budget  analysis  for  the  definition  of  each 
level.  Operational  capacity  is  the  maximum  facility  population  at  which  daily  operations  and  programs  can  be  conducted 
safely  an  efficiently.  This  capacity  level  assumes  some  double  bunking  of  inmates. 


Sub-Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub-Program  Proposed  Budget 
Budget  Item 

Base 

Budget 
Fiscal  2004 

PL  Base 

Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

PL  Base 
Adjustment 

Fiscal  2007 

New 
Proposals 

Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

9.00 

0.00 

0.00 

9.00 

0.00 

0.00 

9.00 

9.00 

Personal  Services 
Operating  Expenses 
Total  Costs 

449,115 

17,455,565 

$17,904,680 

(3,552) 

4,218,802 

$4,215,250 

0 
0 

so 

445,563 

21,674,367 

$22,119,930 

(3,843) 

8,934,626 

$8,930,783 

0 

0 

$0 

445,272 

26,390,191 

$26335,463 

890,835 

48,064,558 

$48,955393 

General  Fund 
Total  Funds 

17,904,680 
$17,904,680 

4,215,250 
$4,215,250 

0 
$0 

22,119,930 
$22,119,930 

8,930,783 
$8,930,783 

0 
$0 

26,835,463 
$26,835,463 

48,955,393 
$48,955393 
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Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

General 
FTE                  Fund 

ral  "JOnA— 

Fi«ral  9007 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 

15,014 

(18,566) 

(492) 

14,709 

(18,552) 

(473) 

Total  Statewide  Present  Law  Adjustments 

($4,044) 

($4316) 

DP  16  -  Contract  Bed  Per  Diem  Rate  Increase 

0.00          4,219,294 

0 

0 

4,219,294 

0.00 

8,935,099 

0 

0 

8,935,099 

Total  Other  Present  Law  Adjustments 

0.00         $4,219,294 

$0 

$0 

$4,219,294 

0.00 

$8,935,099 

$0 

$0 

$8,935,099 

Grand  Total  All  Present  Law  Adjustments 

$4,215,250 

$8,930,783 

DP  1 6  -  Contract  Bed  Per  Diem  Rate  Increase  -  The  executive  is  requesting  an  increase  of  $4,219,294  in  FY  2006  and 
$8,935,099  in  FY  2007  for  contract  facility  payments  based  on  a  5.62  percent  adult  male  population  increase. 


LFD 
ISSUE 


The  figure  below  provides  an  estimate  of  the  number  of  contract  beds  required  by  the  Department  of 
Corrections  for  FY  2006  and  FY  2007.  Although  the  average  daily  population  in  the  secure  facilities  is 
growing  by  about  4.4  percent  per  year,  contract  beds  grow  by  13.6  percent  in  FY  2006  and  by  21 .5  percent  in 

FY  2007.  This  is  because  the  department  beheves  that  secure  facilities  owned  by  the  state  have  reached  their  maximum 

capacity.  Therefore,  the  department  must  use  non-state  owned  facilities. 


Figure  10 

Department  of  Corrections  -  Secure  Facilities 

Estimated  Cost  and  the  Number  of  Contract  Beds  for  the  2007  Bienniiim 

FY  2006 

FY  2007 

No.  of 

Cost  per 

Total 

No.  of       Cost  per 

Total 

Dawson  Regional  Prison 

144 

$46.67 

$2,452,975 

144        $46.67 

$2,452,975 

Cascade  Regional  Prison 

150 

47.47 

2,598,983 

150        46.67 

2,555,183 

Missoula  Assessment  and  Sanction  Center 

144 

43.88 

2,306,333 

144        43.88 

2,306,333 

Crossroads  Correctional  Prison 

550 

52.74 

10,587,555 

700        52.74 

13,475,070 

County  Jails 

173 

53.00 

3,346,685 

274        53.00 

5,300,530 

Totals 

1,161 

$21,292,531 

1,412 

$26,090,091 

Amount  in  the  Base 

$17,154,992 

$17,154,992 

Total  Cost  per  Fiscal  Year 

$4,137,539 

$8,935,099 

The  figure  below  provides  a  configuration  of  how  the  department  would  contract  for  these  additional  beds.  The 
department's  estimated  number  of  contract  beds  for  FY  2006  and  FY  2007  are  1,161  and  1,411,  respectively.  The 
department  assumes  that  the  only  facility  that  would  be  expanded  would  be  the  Crossroads  Correctional  Prison  in 
Shelby. 
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Figure  1 1 

Department  of  Corrections  -  Secure  Facilities 

Adult  Male  Population  Placement 

FY  2004       FY  2005 

FY  2006 

FY  2007 

Actual       Estimated 

Forecast 

Forecast 

Montana  State  Prison                                                1 ,325           1 ,380 

1,380 

1,380 

Crossroads  Facility  -  Shelby                                         391               420 

550 

700 

Dawson  Regional  Prison                                              144              144 

144 

144 

Cascade  Regional  Prison                                             150              150 

150 

150 

Missoula  Assessment  and  Sanction  Center                  144              144 

144 

144 

Options  for  the  legislature; 

1 )  Direct  that  the  department  present  to  the  legislature  the  results  of  its  analysis  that  brought  them  to  the  conclusion 
to  expand  the  Crossroads  facility  including  a  review  of  the  potential  expansion  of  other  regional  prisons  that  are 
currently  lower  in  cost  than  the  Crossroads  facility. 

Request  that  the  department  study  an  expansion  of  the  Montana  State  Prison,  which  is  projected  to  have  an 
average  cost  per  bed  day  in  FY  2007  of  $63.00.  Can  an  expansion  reduce  the  overall  cost  per  bed  day? 
Study  an  expansion  that  includes  a  smaller  expansion  of  Crossroad,  an  expansion  of  MSP,  and  an  expansion  of 
the  regional  prisons. 

Is  there  a  possibility  of  developing  another  regional  prison  in  a  county  that  may  be  looking  to  expand  their  jail 
facility  to  provide  expansion  for  both  entities?  Can  the  state  share  the  costs  with  a  county  to  build  jointly? 


2) 
3) 
4) 


IJI) 
ISSUK 


The  Crossroads  Correctional  Facility,  located  in  Shelby,  Montana,  is  owned  and  operated  by  the  Corrections 
Corporation  of  America  (CCA).  CCA  is  a  publicly  traded  company  that  is  in  the  business  of  owning, 
operating,  and  managing  prisons.  The  State  of  Montana  and  the  Department  of  Corrections  have  two 
contracts  with  CCA  for  the  use  and  operation  of  the  Shelby  facility.  These  contracts  are  as  follows: 


Contract  For  Facility  Development  -  Design,  Build  (Signed  in  July  of  1998) 

This  contract  sets  forth  the  design  standards  for  the  facility,  hsts  penalties  levied  to  CCA  for  late  completion  of  the 
construction  of  the  facility,  sets  the  duration  of  the  initial  contract  period  at  20  years  with  (2)  5-year  extensions,  sets 
forth  who  may  use  the  facility,  and  explains  how  the  Department  of  Corrections  may  purchase  the  facility. 

Contract  for  Operations  and  Management  Services  (Signed  in  September  of  1 998) 

This  contract  defines  how  CCA  is  to  operate  the  facility  and  manage  the  inmate  population.  It  lists  those  services  that 
are  the  responsibility  of  CCA  and  defines  how  much  the  department  will  pay  for  these  services.  This  contract  is  for  an 
initial  term  of  4  years  and  has  (8)  2-year  extensions. 

One  major  misconception  is  that  the  state  leases  the  Shelby  facility.  The  department  does  not  lease  this  facility. 
However,  the  department  does  pay  CCA  $9.14  per  inmate  day  as  per  the  Contract  For  Facility  Development  -  Design, 
Build.  If  the  department  elects  to  purchase  the  facility,  the  present  value  of  these  payments  would  be  deducted  fi-om  any 
purchase  price  paid  to  CCA.  Also  if  another  party  pays  CCA  to  house  offenders  (like  the  federal  government)  this  party 
also  pays  CCA  the  $9.14  fee.  This  fee  accrues  to  the  department's  benefit  and  can  be  used  towards  the  purchase  price  of 
the  facility. 
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LFD 

ISSUE  CON T. 


There  is  also  a  per  diem  charge  per  prisoner  day  paid  to  CCA  as  per  the  Contract  for  Operations  and 
Management  Services.  This  rate  is  currently  $43.60  per  inmate  day,  which  is  set  to  expire  on  Jvme  30, 
2005.  The  rate  after  that  date  is  to  be  set  by  negotiations  of  the  parties. 


As  mentioned  earlier,  the  department  has  the  contract  right  to  purchase  the  facility.  Section  n  (H)  of  the  Contract  For 
Facility  Development  -  Design,  Build  allows  the  department  to  purchase  the  facility  at  any  time  for  its  fair  market  value 
less  the  present  value  of  the  sum  of  all  $9.14  per  inmate  days  paid  to  CCA  by  either  the  department  or  by  another  party 
using  the  facility.  This  formula  is  defined  as  the  "Purchase  Price." 


LFD 
ISSUE 


One  unusual  item  of  interest  in  the  contract  is  that  if  the  department  does  not  elect  to  purchase  the  facility, 
there  does  not  appear  to  be  a  refunding  mechanism  to  the  department  by  CCA  of  the  sum  of  the  $9.14  per 
inmate  days  paid  to  CCA  plus  interest.  The  department's  records  indicate  that  CCA  has  been  paid 
approximately  $6.8  million  in  these  fees  from  September  of  1999  through  October  of  2004.  The  federal  government  has 
also  paid  CCA  about  $275,000  in  these  fees.  The  total  accrued  to  the  department's  benefit  to  date  is  about  $7.1  million. 

hi  summary,  the  department  has  paid  $6.8  million  to  date  for  the  purchase  of  a  facility  that  they  may  not  want  in  the 
future  with  no  apparent  possibility  for  a  refund.  The  department  already  has  the  ability  to  buy  the  facility  at  any  time. 

Options  for  the  Legislature: 

1 )  If  there  is  no  immediate  intent  by  the  department  to  purchase  the  Shelby  facility,  then  is  it  possible  to  have  the 
prepaid  purchase  price  refunded  to  the  state  with  interest?  The  legislature  may  direct  the  department  to 
investigate  this  resolution  with  CCA 

2)  The  legislature  may  direct  the  department  to  have  this  prepaid  amount  be  set  towards  future  per  diem  payments 
at  the  current  facility 

3)  The  legislature  may  direct  that  the  department  negotiate  in  future  rate  discussions  with  CCA  for  the  expansion 
of  the  Shelby  facility,  to  exclude  the  $9.14  per  bed  day  charge 


Proprietary  Rates 

Proprietary  Program  Description 

The  food  factory  program  was  established  to  provide  cost  effective  nutritional  meals  to  the  Montana  State  Prison  and 
other  state  and  county  agencies,  using  a  cook-chill  method  of  food  preparation.  The  cook-chill  method  allows  food  to  be 
prepared  a  week  in  advance  and  packaged  in  bulk  or  individual  trays 

Proprietary  Revenues  and  Expenses 

The  food  factory  derives  its  revenues  from  the  sale  of  bulk  food  and  tray  based  meals  to  customers.  Currently  the 
customers  who  are  serviced  by  the  food  factory  include:  Montana  State  Prison,  Montana  State  Hospital,  Treasure  State 
Correctional  Training  Center,  Riverside  Youth  Correctional  Facility,  WATCH  DUI  unit,  and  the  Helena  Pre  Release 
Center.  Overall  revenue  levels  are  dependant  on  the  average  daily  populations  of  the  customer's  facilities,  which  directly 
influence  food  requirements.  Expenditures  are  based  on  operational  need,  cash  flow,  customer  orders,  product  inventory 
levels,  and  product  pricing. 
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Food  Factory  Rates 

The  food  factory  currently  has  two  rate  structiires,  one  for  customers  that  purchase  only  bulk  food  products  and  another 
for  customers  that  purchase  a  complete  tray  based  meal.  Bulk  food  customers  are  charged  the  actual  cost  of  food  with  a  3 
percent  increase  for  spoilage.  In  addition,  they  are  charged  a  monthly  overhead,  which  is  a  flat  fee  established  using 
historical  costs.  The  per  meal  tray  based  customer  rates  include  the  cost  of  delivery.  The  rates  for  the  2007  biennium  are 
as  follows: 

$1.37 
$2.01 
$1.59 
$2.01 


•  Montana  State  Prison 

•  Riverside  Youth  Correctional  Facility 


WATCH  DUI  Unit 
Helena  Prerelease 


2007  Biennium  Report  on 

Internal  Service  and  Enterprise  Funds  2007 

Budgeted 
FY07 

Fund                   Fund  Name                  Agency  # 
6573       twISP  institutional  Cook  Chill       64010 

Agency  Name 
Dept.  of  Corrections 

Program  Name 
Secure  Custody  Facilities 

Actual 
FY02 

Actual 
FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

Operating  Revenues: 

Fee  revenue 

Food  Product  Sales 

Revenue  from  Fee  B 

Revenue  from  Fee  C 

Revenue  from  Fee  D 

Revenue  from  Fee  E 

Revenue  from  Fee  F 

Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperatlng  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
other  Nonoperatlng  Revenues  (Expenses) 
Net  Nonoperatlng  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Pnor  Penod  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

- 

- 

- 

2,670.000 

2,700,000 

2,700.000 

2.048.467 

2,260.602 

2,582,248 

2,670,000 

2,700,000 

2.700,000 

2.048,467 

715,330 
1 ,430,470 

2.260,602 

701,265 
1,606,078 

2,582,248 

708,916 
1,846.174 

2,670,000 

745,053 
1,875,000 

2,700,000 

643,902 
2,002,070 

2,700,000 

643,863 
2.012.695 

2,145,800 
(97,333) 

2,307.343 
(46.741) 

2,555,090 
27.158 

2.620.053 
49,947 

2,645,972 
54,028 

2,656,558 
43,442 

(97,333) 
18,363 

(46,741) 

27,158 

49.947 

54.028 

43,442 

(78,970) 

(46,741) 
3,756,251 

3.756,251 

27.158 
3,709,510 

3,709.510 

49,947 
3,736,668 

3,736,668 

54.028 
3.786.615 

3.786.615 

43,442 
3,840.643 

3,840.643 

(78,970) 

3,709,510 

3,736,668 

3,786,615 

3,840.643 

3,884.085 

60  days  of 
(Total  ( 

expenses 
3perating  Expenses  divided  by  6) 

357.633 

384.557 

425,848 

436,676 

440.995 

442.760 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 
Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

14.25 

0.00 

0.00 

14.25 

0.00 

0.00 

14.25 

14.25 

Personal  Services 
Operating  Expenses 
Debt  Service 

703,440 

1,020,217 

216,708 

65,129 

3,876,362 
0 

0 
0 
0 

768,569 

4,896,579 

216,708 

64,598 

627,200 
(108,354) 

0 
0 
0 

768,038 

1,647,417 

108,354 

1,536,607 

6,543,996 

325,062 

Total  Costs 

$1,940^65 

$3,941,491 

$0 

$5,881,856 

$583,444 

$0 

$2,523,809 

$8,405,665 

General  Fund 
Federal  Special 
Proprietary 

1,572,197 

0 

368,168 

3,878,141 

0 

63,350 

0 
0 
0 

5,450,338 

0 

431,518 

520,078 

0 

63,366 

0 
0 
0 

2,092,275 

0 

431,534 

7,542,613 

0 

863,052 

Total  Funds 

$1,940365 

$3,941,491 

$0 

$5,881,856 

$583,444 

$0 

$2,523,809 

$8,405,665 

Program  Description 

The  Montana  Correctional  Enterprises  (MCE)  Division  includes  the  ranch,  industries,  dairy,  license  plate,  and  vocational 
education  programs  at  the  Montana  State  Prison  facility.  MCE  does  not  currently  have  active  programs  at  the  Montana 
Women's  Prison  or  regional  and  private  facilities,  although  staff  are  continually  researching  ideas  for  programs  in  these 
areas.  MCE  programs  provide  work  and  vocational  education  training  opportunities  to  approximately  three  hundred 
inmates.  In  addition  MCE  administration  oversees  accoimting  and  budgeting  for  the  Montana  State  Prison  Food  Factory 
and  Montana  Women's  Prison  Dog  Training  programs. 

Program  Highlights 


Department  of  Corrections 

Montana  Correctional  Enterprises 

Major  Budget  Highlights 


The  increase  of  $4.5  million  or  225.0  percent  in  operating  costs  for  the 
2007  biennium  over  the  base  budget  is  mostly  for  the  production  of 
new  license  plates  to  support  the  January  1 ,  2006  reissue  program 


Major  LFD  Issues 


•     A  fimding  switch  to  move  license  plate  manufacturing  from  general 
fimd  to  proprietary  funds 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 
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Program  Funding  Table 

Mont  Correctional  Enterprises 

Base            %  of  Base          Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004          FY  2004          FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$  1,572,197              81.0%     $  5,450,338 

92.7% 

$  2,092,275 

82.9% 

06545  Prison  Indust.  Training  Prog 

368.168              19.0%           431.518 

7.3% 

431,534 

17.1% 

Grand  Total 

$   1,940,365            100.0%     $  5,881,856 

100.0% 

$  2,523,809 

100.0% 

This  program  is  funded  primarily  with  general  fiind  and  with  proprietary  funds  from  the  ranch  and  industries  programs. 
Proprietary  funds  are  generated  from  the  sale  of  cattle,  dairy  products,  refined  lumber,  and  furniture. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  l^w  Adjuslmenls 

Fi 
General 
Krt                   Fund 

e.'ai  9nnA 

Kit 

General 
Fund 

-!«ral  '>0C\1 

State 

Special 

Federal 
Special 

Total 
Funds 

Stale 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 

(13,222) 

(27,608) 

2,170 

(13,776) 

(27,585) 

1,568 

ToUl  Sutewide  Present  Law  Adjustments 

($38,660) 

($39,793) 

DP  3  -  License  Plate  Re-Issue 

0.00          3,853,751 
DP  8  -  Vocational  Education  Inmate  Payroll 

0.00               40,000 
DP  9  -  Vocational  Education  Additional  Authority  for  ISF 

0.00                       0 

0 
0 
0 

0 
0 
0 

3,853,751 
76,400  • 
50,000  • 

0.00 
0.00 
0.00 

496,837 

40,000 

0 

0 
0 
0 

0 
0 
0 

496,837 
76,400  • 
50,000  • 

Total  Other  Present  Law  Adjustments 

0.00        $3,893,751 

SO 

$0 

$3,980,151  * 

0.00 

$536,837 

$0 

$0 

$623^37  * 

Grand  Total  All  Present  Law  Adjustments 

$3,941,491  • 

$583,444  • 

DP  3  -  License  Plate  Re-Issue  -  The  executive  is  requesting  general  fund  to  pay  for  the  production  of  license  plates. 
Section  61-3-332,  MCA  requires  that  new  license  plates  be  issued  January  1,  2006.  The  amoimt  requested  is  based  on  the 
production  of  2,700,000  plates  (1,350,000  sets)  in  FY  2006  and  735,000  plates  (367,500  sets)  in  FY  2007.  The  personal 
services  portion  of  this  request  includes  inmate  payroll  of  $19,760  and  anticipated  overtime  of  $9,799  for  2.0  FTE. 
Figure  12  shows  the  projected  production  and  costs  schedule  for  the  License  Plate  Factory. 
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Figure  12 

Department  of  Corrections  -  Montana  Correctional  Enterprises 

License  Plate  Factory 

Projected  Production  and  Cost  Schedule 

"Reissue  Year" 

"Regular  Year" 

FY  2006 

FY  2004 

FY  2007 

FY  2004 

Yearly  Cost 

Base  Budget 

Difference 

Yearly  Cost 

Base  Budget 

Difference 

Number  of  Projected  Plates  to  be  Produced 

2,700,000 

775,000 

Number  of  Projected  Sets  of  Plates 

1,350,000 

387,500 

Civilian  Salaries 

$102,081 

$92,282 

$9,799 

$102,081 

$92,282 

$9,799 

Inmate  pay 

19,760 

0 

19,760 

19,760 

0 

19,760 

Personal  Services 

$121,841 

$92,282 

$29,559 

$121,841 

$92,282 

$29,559 

Print  Heads 

371,250 

0 

371,250 

101,063 

0 

101,063 

Sheeting,  Ribbons,  clear  laminate 

2,850,790 

0 

2,850,790 

776,048 

0 

776,048 

Inventory  canyover  and  waste  fector 

96,661 

0 

96,661 

43,856 

0 

43,856 

Aluminum  costs 

1,093,500 

0 

1,093,500 

297,675 

0 

297,675 

Miscellaneous  supplies 

70,000 

0 

70,000 

15,000 

0 

15,000 

Total  Supplies  and  Materials 

$4,482,201 

$662,294 

$3,819,907 

$1,233,642 

$662,294 

$571,348 

Other  Services 

$6,000 

$5,367 

$633 

$6,000 

$5,367 

$633 

Communication 

75 

74 

1 

75 

74 

1 

Travel 

500 

446 

54 

500 

446 

54 

Utilities 

8,000 

4,751 

3,249 

8,000 

4,751 

3.249 

Repair  and  maintenance 

16,500 

16,245 

255 

16,500 

16,245 

255 

Other  Expenses 

15,000 

14,908 

92 

15.000 

14,908 

92 

DLP  Lease 

$2;wos 

$216,708 

m 

$108,354 

$216,708 

($108,354) 

Total  Other 

$262,784 

$258,499 

$4,285 

$154,429 

$258,499 

($104,070) 

Grand  Total 

$4,866,826 

$1,013,075 

$3,853,751 

$1,509,912 

$1,013,075 

$496,837 

LFD 
ISSUE 


The  legislature  may  wish  to  make  this  funding  "one-time-only"  and  restricted. 


LFD 
ISSUE 


The  MCE  license  plate  factory  produces  plates  based  upon  a  schedule  provided  by  the  Department  of  Motor 
Vehicles  (DMV).  DMV  estimates  the  number  of  vehicles  that  it  will  license  and  re-license  for  each  fiscal 
year.  If  the  DMV  changes  the  number  of  plates  it  needs,  then  the  factory  must  adjust  its  production  schedule. 
If  the  actual  number  of  plates  required  by  the  DMV  is  greater  in  any  fiscal  year  or  for  the  biennium,  then  MCE  must  find 
general  fund  fi-om  some  other  source  to  support  the  production  of  the  plates.  The  legislature  may  wish  to  switch  the 
fimding  for  this  program  from  general  fund  to  proprietary  fund.  Additionally,  the  legislature  may  wish  to  have  the  DMV 
budget  for  and  pay  for  the  production  of  the  plates.  This  process  would  take  the  general  fund  pressure  off  of  the  factory, 
which  is  just  a  producer  and  place  it  on  the  customer  (DMV). 

The  re-issue  of  plates  beginning  January  1 ,  2006  is  expected  to  create  approximately  $3  million  in  new  revenues  in  each 
year  of  the  biennium. 


Total  expected  revenue 
Cost  of  producing  the  plates 
Cost  of  DeUvering  the  plates 
Net  Revenue 


FY  2006 

$3,000,000 

3,853,751 

192.470 

$ri.046.22n 


FY  2007 

$3,000,000 

496,837 

0 

$2.503.163 


Totals 

$6,000,000 

4,350,588 

192.470 

$1.456.942 
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DP  8  -  Vocational  Education  Inmate  Payroll  -  The  executive  requests  general  fund  of  $40,000  in  each  fiscal  year  for 
vocational  education  internal  service  inmate  payroll.  This  general  fiind  of  $40,000  is  combined  with  proprietary  funds  of 
$34,000  for  total  funds  of  $76,400  in  each  fiscal  year.  This  funding  request  is  based  upon: 

•  The  internal  service  inmate  payroll  is  used  for  inmates  in  the  motor  vehicle  maintenance  and  Toyota  project  shops. 
The  estimate  is  based  on  35  inmates  working  2,080  hours  at  $.50  per  hour  for  a  total  of  $36,400. 

•  The  vocational  education  general  fund  inmate  payroll  is  based  on  69  students  and  10  clerks.  The  student  payroll 
includes  students  who  attend  at  least  two  classes  on  either  the  high  or  low  side  of  the  prison  compound.  Student 
numbers  have  increased  with  the  start  of  a  new  class  for  reintegration,  which  is  taught  on  the  high  side  of  the 
prison  compound. 

•  The  students  average  $1.65  per  day  for  five  days  per  week  for  52  weeks  per  year.   This  amount  totals 
$29,600. 

•  The  10  clerks  are  paid  an  average  of  $0.50  per  hour  for  2,080  hours  for  a  total  of  $10,400. 

DP  9  -  Vocational  Education  Additional  Authority  for  ISF  -  The  executive  is  requesting  additional  authority  in  operating 
expenditures  to  cover  increases  in  the  cost  of  parts  and  supplies  needed  in  the  motor  vehicle  maintenance  production 
shop.  This  shop  services  vehicles  and  equipment  for  the  Montana  State  Prison,  Montana  Correctional  Enterprise  Ranch 
and  Industries,  and  various  state  agencies.  This  request  is  for  spending  authority  only,  and  will  be  used  only  if  needed 
and  cash  is  available. 

Proprietary  Rates 

Proprietary  Program  Description 

The  Montana  Correctional  Enterprises  (MCE)  Industry  program  includes  furniture,  upholstery,  print,  sign,  and  laundry 
operations  at  the  Montana  State  Prison  facility.  At  the  current  time  there  are  not  any  programs  operating  at  the  Montana 
Women's  Prison  or  regional  and  private  facilities.  The  MCE  Ranch  dnd  Dairy  operation  includes  range  cattle,  crops, 
feedlot,  land  management,  dairy  milking  parlor,  dairy  processing,  heifer  reproduction,  lumber  processing,  and  the 
Montana  Food  Bank  Cannery,  which  are  all  located  at  the  Montana  State  Prison  facility.  The  MCE  Vocational  Education 
program  operates  a  motor  vehicle  maintenance  shop  and  Toyota  cutaway  operation. 

Proprietary  Revenues  and  Expenses 

MCE  revenues  are  derived  from  product  sales  to  state,  coimty,  and  private  customers.  Operational  needs,  cash  flow, 
economic  return,  customer  orders,  and  product  inventory  levels  determine  the  expenses.  Overall  revenue  levels  are 
dependant  on  marketing  efforts,  legislative  restrictions,  state  agency  purchases,  retail  outlet  dealer  sales,  expansion  and 
adjustment  of  the  product  line,  private  sector  complaints,  and  private  customer  contracts.  In  addition,  revenues  from  the 
industries  laundry  are  dependant  on  the  daily  populations  of  Montana  State  Hospital  and  Montana  State  Prison,  as  the 
bulk  of  the  processed  laundry  is  from  these  two  facilities. 

MCE  ranch  and  dairy  revenues  are  based  on  the  market  value  of  products  sold.  Revenues  can  vary  depending  on  the 
current  market  for  range  cattle  and  raw  milk.  Expenditures  are  dependant  on  operational  needs,  cash  flow,  economic 
return,  weather  conditions,  product  market  prices,  and  discussion  with  the  Ranch  Advisory  Committee. 
MCE  vocational  education  motor  vehicle  maintenance  (MVM)  revenues  are  based  on  customer  vehicle  and  equipment 
repair  and  maintenance  needs.  Toyota  revenues  are  based  on  contracts  with  the  Toyota  Company  for  producing  motor 
vehicle  cut-always  and  trainers.  The  main  customers  for  the  MVM  operation  are  the  MCE  ranch  and  the  Montana  State 
Prison.  Revenues,  and  the  need  for  parts  and  supplies  for  the  repairs,  and  contract  projects  determine  the  expenditure 
levels. 

Proprietary  Rate  Explanation 

The  MCE  Industries  rates  for  fiimiture,  upholstery,  print  and  sign  shops  are  based  on  competitive  product  pricing. 

The  current  laundry  rates  are  as  follows: 

Montana  State  Prison  $.39  per  pound 

Treasure  State  Correctional  Training  Center         $.39  per  pound 
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Montana  State  Hospital 
Montana  Developmental  Center 
Riverside  Youth  Correctional  Facility 


$.38  per  pound 
$.46  per  pound 
$.46  per  pound 


The  break  even  cost  for  laundry  operations  is  approximately  $.35  per  pound  without  delivery  costs.  Any  profit  is 
maintained  within  the  industries  fiind  to  be  used  for  future  laundry  equipment  replacement,  as  well  as  the  overall 
industries  enterprise  operation. 

MCE  ranch  and  dairy  rates  are  based  on  the  current  market  prices  of  cattle,  crops  and  dairy  products.  Lumber  processing 
rates  are  based  on  current  market  value  of  the  service  performed. 

Montana  Food  Bank  Cannery  is  not  based  on  a  rate,  but  the  actual  cost  of  expenses  incurred.  MCE  vocational  education 
motor  vehicle  maintenance  (MVM)  and  Toyota  pricing  are  based  on  the  cost  of  parts  and  an  hourly  labor  charged.  The 
labor  charge  covers  the  cost  of  the  four  FTE  associated  with  the  MVM  and  Toyota  operations. 


2007  Biennium 

Report  on  Internal  Service  and  Enterprise  Funds  2007 

Budgeted 
FY07 

Fund                    Fund  Name 
6033                  Prison  Ranch 

Agency  #                Agency  Name 
64010              Dept  of  Con-ections 

Program  Name 
Mont  Correctional  Enterprises 

Actual 
FY02 

Actual 
FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

Operating  Revenues: 

Fee  revenue 
Sales  of  Products 
MFBN  Cannery  Service  Revenues 
Revenue  from  Fee  C 
Revenue  from  Fee  D 
Revenue  from  Fee  E 
Revenue  from  Fee  F 

Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

- 

- 

- 

3.050,000 
130,000 

2,900,000 
130,000 

2,900,000 
130,000 

2.694.305 

2.493,245 
5,950 

3,570,698 
5,492 

3,180,000 
14,200 

3.030,000 
18,400 

3,030,000 
18,400 

2,694,305 

1,017,836 
1,655.157 

2,499,195 

1.212,298 
1,831,387 

3,576,190 

1,019.440 
1,950,324 

3,194,200 

975,000 
2,043,967 

3,048,400 

962,973 
1,894,968 

3,048,400 

963,512 
1,893,875 

2,672,993 
21,312 

7,571 
(68,349) 

3,043,685 
(544,490) 

318,223 

2,969,764 
606,426 

378,459 

3,018,967 
175,233 

2,857,941 
190,459 

2,857,387 
191,013 

(60,778) 
(39,466) 

318,223 
(226,267) 
141,255 

378,459 
984,885 

(30,004) 

175.233 

190.459 

191,013 

(39.466) 

8,196,380 

1,070,787 

20,955 

9,288,122 

(85,012) 

9,248,656 
(437,842) 

8,810,814 

954,881 
8,725,802 

8,725,802 

175.233 
9,680,683 

9,680,683 

190,459 
9,855,916 

9,855,916 

191,013 
10,046,375 

10,046,375 

9,248,656 

8,725,802 

9,680,683 

9,855,916 

10,046,375 

10,237,388 

60  days  of 
(Total  C 

expenses 

)perating  Expenses  divided  by  6) 

445,499 

507,281 

494.961 

503,161 

476.324 

476,231 
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2007  Biennium  Report  on 

Internal  Service  and  Enterprise  Funds  2007 

Budgeted 
FY07 

Fund                   Fund  Name                  Agency  # 
6034       MSP  Institutional  Industnes        64010 

Agency  Name 
Dept.  of  Con-ections 

Program  Name 
Mont  Correctional  Enterprises 

Actual 
FY02 

Actual 
FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

Operating  Revenues: 

Fee  revenue 
Sale  of  Industries  Products 
Revenue  from  Fee  B 
Revenue  from  Fee  C 
Revenue  from  Fee  D 
Revenue  from  Fee  E 
Revenue  from  Fee  F 

Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Pnor  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

- 

- 

- 

2,300,000 

2,300,000 

2,300,000 

2,528.509 

1,871,406 

1,564,315 

2,300,000 

2,300,000 

2.300,000 

2,528.509 

1.444.594 
902.253 

1,871,406 

903,565 
886,470 

1,564,315 

829,136 
793,600 

2,300,000 

1.100,000 
1,041,331 

2,300,000 

1,245,826 
915,736 

2,300,000 

1,244.829 
914,087 

2.346.847 
181,662 

(8.257) 

1,790,035 
81,371 

1.622.736 
(58,421) 

2.141.331 
158,669 

2,161.562 
138,438 

2,158,916 
141,084 

(8,257) 
173.405 

2.345 

81,371 

(58,421) 

158,669 

138,438 

141,084 

175,750 

1,147,026 

3,847,642 

255,192 

5.249,860 

81,371 

5,425,610 
(2,821,758) 

2.603.852 

(58,421) 

2,685,223 
325 

2.685.548 

158,669 
2,627,127 

2.627,127 

138,438 
2,786,796 

2,785,796 

141,084 
2,924,234 

2.924.234 

5,425,610 

2,685,223 

2.627,127 

2,785,796 

2,924,234 

3,065,318 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 

391,141 

298,339 

270,456 

356,889 

360,260 

359,819 
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Internal  Service  and  Enterprise  Funds  2007 

Budgeted 
FY07 

Fund                   Fund  Name                  Agency  # 
6545       Prison  Indust.  Training  Prog        64010 

Agency  Name 
Dept.  of  Corrections 

Program  Name 
Mont  Correctional  Enterprises 

Actual               Actual 
FY02                  FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

Operating  Revenues: 

Fee  revenue 
Revenue  from  Motor  Vehicle  Maintenance  Service 
Revenue  from  Fee  B 
Revenue  from  Fee  C 
Revenue  from  Fee  D 
Revenue  from  Fee  E 
Revenue  from  Fee  F 

Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

- 

- 

355,000 

390,000 

390.000 

360,495                426,126 

369,733 

355,000 

390,000 

390,000 

360.495               426.126 

173.068                179,870 
182,936               210,991 

369,733 

187,854 
174,537 

355,000 

189,000 
162,500 

390,000 

200,208 
181,310 

390,000 

200.224 
181,310 

356,004                390,861 
4.491                 35.265 

362,391 
7.342 

351,500 
3.500 

381,518 
8,482 

381,534 
8,466 

4,491                  35,265 

7,342 

3,500 

8,482 

8.466 

4,491                  35,265 
112.978               117.469 

112,978               117,469 

7,342 
152.734 

152,734 

3,500 
160,076 

160,076 

8,482 
163,576 

1,065,076 

8,466 
172,058 

1,455,076 

117,469                152,734 

160,076 

163,576 

172.058 

180,524 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 

59,334                 65,144 

60,399 

58,583 

63,586 

63,589 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

Fib 

202.85 

0.00 

0.00 

202.85 

0.00 

0.00 

202.85 

202.85 

Personal  Services 
Operating  Expenses 
Equipment 
Benefits  &  Claims 

8,223,206 

1,849,765 

5,350 

6,072,076 

841,357 

191,435 

0 

0 

0 
0 
0 
0 

9,064,563 

2,041,200 

5,350 

6,072,076 

851,902 

185,647 

0 

0 

0 
0 
0 
0 

9,075,108 

2,035,412 

5,350 

6,072,076 

18,139,671 

4,076,612 

10,700 

12,144,152 

Total  Costs 

$16,150397 

$1,032,792 

$0 

$17,183,189 

$1,037349 

$0 

$17,187,946 

$34371,135 

General  Fund 
Stale/Other  Special 
Federal  Special 

15,485,203 
436,517 
228,677 

800,201 

0 

232,591 

0 
0 
0 

16,285,404 
436,517 
461,268 

804,958 

0 

232,591 

0 
0 
0 

16,290,161 
436,517 
461,268 

32,575,565 
873,034 
922,536 

Toul  Funds 

$16,150397 

$1,032,792 

$0 

$17,183,189 

$1,037,549 

$0 

$17,187,946 

$34371,135 

Program  Description 

The  Juvenile  Corrections  Division  is  responsible  for  all  state  operated  youth  programs,  including:  Pine  Hills  Youth 
Correctional  Facility  for  males  located  in  Miles  City  and  Riverside  Youth  Correctional  Facility  for  females  in  Boulder. 
Additional  responsibilities  include  research  and  training  for  the  division  and  other  agencies,  and  administrative  support 
services.  Statewide  juvenile  community  corrections  includes  parole  services  for  youth  released  from  state  operated 
secure  care  facilities,  youth  transition  center,  specialized  foster  care  services,  interstate  compact  service  for  probation  and 
parole  in  and  out  of  state,  juvenile  detention  licensing,  and  monitoring  and  funding  for  state  district  probation 
placements. 


Program  Highlights 


Department  of  Corrections 

Juvenile  Corrections 
Major  Budget  Highlights 


The  increase  in  total  funds  of  $2.1  million  is  primarily  due  to  statewide 
present  law  adjustments 


Major  LFD  Issues 


Overstatement  of  overtime 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Dept.  Of  Corrections 


D-109 


Juvenile  Corrections 


Dept.  Of  Corrections 


05-Juvenile  Corrections 


Program  Funding  Table 

Juvenile  Corrections 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01100  General  Fund 

$      15,485,203 

95.9% 

$ 

16,285,404 

94.8% 

$   16,290,161 

94.8% 

02034  Earmarked  Alcohol  Funds 

25,523 

0.2% 

25,523 

0.1% 

25,523 

0.1% 

02916  Phs-Canteen 

5,740 

0.0% 

5,740 

0.0% 

5,740 

0.0% 

02927  Phs  Donations/1  &  I 

257,115 

1.6% 

257,115 

1.5% 

257,115 

1.5% 

02970  Juvenile  Plcmnt  Cost  Of  Care 

148,139 

0.9% 

148,139 

0.9% 

148,139 

0.9% 

03084  Mvs-School  Foods 

- 

- 

28,000 

0.2% 

28,000 

0.2% 

03089  Phs-School  Foods 

- 

- 

150,000 

0.9% 

150,000 

0.9% 

03099  Phs-Esea  Title  I 

- 

. 

45,941 

0.3% 

45,941 

0.3% 

033 1 5  Misc  Federal  Grants 

200,385 

1.2% 

209,035 

1.2% 

209,035 

1.2% 

03530  6901  -Foster  Care  93.658 

28,292 

0.2% 

28.292 

0.2% 

28,292 

0.2% 

Grand  Total 

$      16,150,397 

100.0% 

L 

17,183,189 

100.0% 

$    17,187,946 

100.0% 

This  program  is  funded  primarily  with  general  funds  and  has  a  minor  amount  of  state  special  revenue  and  federal  funds. 
State  special  revenue  funds  are  from  alcohol  fiinds  from  the  Department  of  Health  and  Human  Services  (DPHHS),  Pine 
Hills  Youth  Correctional  Facility  canteen  funds,  interest  and  income  from  the  Department  of  Natural  Resource  and 
Conservation,  and  juvenile  parental  contributions  to  the  cost  of  care  funds.  Federal  funds  are  from  pass-through  grants 
from  the  Office  of  Public  histruction  and  Foster  Care  IV  E  payments  from  DPHHS. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fis 

General 
FTE                  Fund 

cal  2006 

Ficrnl  ?nn7 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 

784,373 

(360,307) 

13,435 

783,640 

(360,273) 

7,647 

Total  Statewide  Present  Law  Adjustments 

$437,501 

$431,014 

DP  4  -  Juvenile  Corrections  Division  Overtime 

0.00             332,700 
DP  10  -  Restore  Inmate  Pay 

0.00               30,000 
DP  15  -  Juvenile  Federal  Authority  Reqesl 

0.00                        0 

0 
0 
0 

232, 

0 

0 

591 

332,700 

30,000 

232,591 

0.00 
0.00 
0.00 

343,944 

30,000 

0 

0 
0 
0 

0 

0 

232,591 

343,944 

30,000 

232,591 

Total  Other  Present  Law  Adjustments 

0.00           $362,700 

SO 

$232,591 

$595,291 

0.00 

$373,944 

$0 

$232,591 

$606,535 

Grand  Total  All  Present  Law  Adjustments 

$1,032,792 

$1,037,549 

Each  of  these  present  law  adjustments  will  be  discussed  in  the  sub-programs  that  follow. 
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Sub-Program  Details 

JUVENILE  CORRECTIONS  ADMIN  01 

The  Juvenile  Corrections  Administration  Division  is  responsible  for  all  state  operated  youth  programs,  including  Pine 
Hills  Youth  Correctional  Facility  for  males  located  in  Miles  City,  PJverside  Youth  Correctional  Facility  for  females  in 
Boulder,  and  the  Juvenile  Community  Corrections  Bureau. 

Sub-Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub-Program  Proposed  Budget 
Budget  Item 

Base 
Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 

Adjustment 
Fiscal  2007 

New 

Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

5.00 

0.00 

0.00 

5.00 

0.00 

0.00 

5.00 

5.00 

Personal  Services 
Operating  Expenses 
Total  Costs 

196,058 

32,686 

$228,744 

68.404 

(573) 

S67331 

0 

0 

$0 

264,462 

32,113 

$296,575 

69,503 

(555) 

$68,948 

0 

0 

$0 

265,561 

32,131 

$297,692 

530,023 

64,244 

$594,267 

General  Fund 
Total  Funds 

228,744 
$228,744 

67,831 
$67,831 

0 
$0 

296,575 
$296,575 

68,948 
$68,948 

0 
$0 

297.692 
$297,692 

594,267 
$594,267 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fi«ral  fCtCll 

FTE 

General              State 
Fund                 Special 

Federal 

Special 

Total 
Funds 

FTE 

General 

Fund 

State 

Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 

79,424 

(11,020) 

(573) 

80,569 

(11,066) 

(555) 

Total  Statewide  Present  Law  Adjustments 

$67331 

$68,948 

Grand  Total  All  Present  Law  Adjustments 

$67,831 

$68,948 
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JUVENILE  CORRECTIONS  BUREAU  02 

The  Juvenile  Corrections  Bureau  consists  of  statewide  juvenile  community  corrections  including  parole  services  for 
youth  released  from  state  operated  secure  care  facilities,  youth  transition  center,  specialized  foster  care  services, 
interstate  compact  services  for  probation  and  parole  in  and  out  of  state,  juvenile  detention  licensing,  monitoring  and 
funding  for  state  district  probation  placements,  research  and  training  for  the  division  and  other  agencies,  and 
administrative  support  services. 

Sub-Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub-Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

21.50 

0.00 

0.00 

21.50 

0.00 

0.00 

21.50 

21.50 

Personal  Services 
Operating  Expenses 
Total  Costs 

1,072,544 

283,623 

$1356,167 

(7,484) 

(6,493) 

($13,977) 

0 

0 

$0 

1,065,060 

277,130 

$1342,190 

(7,087) 

(6,244) 

($13,331) 

0 

0 

$0 

1,065,457 

277,379 

$1342,836 

2,130,517 

554,509 

$2,685,026 

General  Fund 
Total  Funds 

1,356,167 
$1356,167 

(13,977) 
($13,977) 

0 
$0 

1,342,190 
$1342,190 

(13,331) 
($13331) 

0 
$0 

1,342,836 
$1342,836 

2,685,026 
$2,685,026 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fi 

General 
FTE                  Fund 

seal  ""OOfi— - 

State 
Special 

Federal 
Special 

Total 

Funds                FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 

36,893 

(44,377) 

(6,493) 

37,308 

(44,395) 

(6,244) 

Total  Statewide  Present  Law  Adjustments 

($13,977) 

($13331) 

Grand  Total  All  Present  Law  Adjustments 

($13,977) 

($13,331) 

Each  of  these  present  law  adjustments  will  be  discussed  in  the  sub-program  sections  that  follow. 
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Sub-Program  Details 

RIVERSroE  YOUTH  CORRECTIONAL  FACIL  03 

The  Riverside  Youth  Correctional  Facihty  located  in  Boulder,  is  a  detention  facility  for  juvenile  female  offenders.  The 
program  places  an  emphasis  on  offenders  accepting  responsibility  for  their  actions  and  gaining  individual  competencies 
that  will  help  them  avoid  re-offending.  The  treatment  programs  include  education,  counseling,  personal  growth  activities, 
and  parental  involvement.  This  facility  has  an  operational  capacity  for  20  juveniles.  This  facility  had  an  average  daily 
population  of  19  during  FY  2004  with  an  average  cost  per  day  per  offender  of  $189. 

Sub-Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub-Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

25.50 

0.00 

0.00 

25.50 

0.00 

D.OO 

25.50 

25.50 

Personal  Services 
Operating  Expenses 
Total  Costs 

1.101,995 

210.398 

$1312,393 

36,566 

33,469 

$70,035 

0 

0 

SO 

1,138,561 

243,867 

$1,382,42* 

43,027 

31,756 

$74,783 

0 

0 

$0 

1,145,022 

242,154 

$1387,176 

2,283,583 

486,021 

$2,769,604 

General  Fund 
Stale/Other  Special 
Federal  Special 
Total  Funds 

1.292.259 

20,134 

0 

$U12393 

53,519 
(20,134) 

36,650 
$70,035 

0 

0 

0 

$0 

1,345,778 

0 

36,650 

$1382.428 

58,267 
(20,134) 

36,650 
$74,783 

0 

0 

0 

$0 

1350,526 

0 

36,650 

$1387.176 

2,696,304 

0 

73,300 

$2,769,604 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fiical  ''007- - 

General              State 

Federal 

Total 

General             State 

Federal 

Total 

FTE                  Fund                 Special 

Special 

Funds 

FTE 

Fund                  Special 

Special 

Funds 

Personal  Services 
Vacancy  Savings 

31,695 
(45,347) 

31359 
(45.328) 

Inflation/Deflation 

5,469 

3,756 

Total  Statewide  Present  Law  Adjustments 

($8,183) 

($10313) 

DP  4  -  Juvenile  Corrections  Division  Overtime 

0.00              41.568 

0                      0 

41,568 

0.00               48,446 

0 

0 

48.446 

DP  15  -  Juvenile  Federal  Authority  Reqest 

0.00                      0 

0              36,650 

36,650 

0.00                       0 

0 

36.650 

36,650 

Total  Other  Present  Law  Adjustments 

0.00            $41368 

$0             $36,650 

$78318 

0.00             $48,446 

$0            $36,650 

$85,096 

Grand  Total  All  Present  Law  Adjustments 

$70,035 

$74,783 

DP  4  -  Juvenile  Corrections  Division  Overtime  -  The  executive  is  requesting  an  appropriation  for  overtime  for  personnel 
at  the  Riverside  Youth  Correctional  Facility.  Overtime  is  zero  based  funded.  The  facility  is  operational  24  hours  per  day 
and  365  days  per  year,  and  overtime  is  used  to  maintain  staff  coverage. 
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Refer  to  the  summary  section  of  this  budget  analysis  for  a  discussion  on  overtime  calculated  by  the 
Department  of  Corrections. 


DP  15  -  Juvenile  Federal  Authority  Request  -  The  executive  is  requesting  appropriation  authority  for  annual  federal 
grants  that  allow  for  the  enhancement  of  education  programs.  These  grants  are  from  the  Office  of  Public  histruction  and 
include  the  Riverside  Title  I  grant  for  $8,650  and  the  Riverside  school  foods  grant  for  $28,000. 
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Sub-Program  Details 

TRANSITION  CENTERS  04 

The  youth  transition  center,  located  in  Great  Falls,  serves  as  placement  for  youth  prior  to  their  return  into  the  community. 
Program  components  include  counseling,  community  service,  education,  and  employment.  An  average  of  six  beds  were 
full  in  FY  2004  with  an  average  cost  per  day  per  offender  of  $300. 


Sub-Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub-Program  Proposed  Budget 


Budget  Hem 


FTE 

Personal  Services 
Operating  Expenses 
Total  Costs 

General  Fund 
Total  Funds 


Base  PL  Base  New  Tola!  PL  Base  New  Total  Total 

Budget  Adjustment  Proposals         Exec.  Budget        Adjustment  Proposals  Exec.  Budget        Exec.  Budget 

Fiscal  2004  Fiscal  2006         Fiscal  2006  Fiscal  2006  Fiscal  2007  Fiscal  2007  Fiscal  2007  Fiscal  06-07 


16.00 

555,279 

102,238 

$657,517 


657,517 
S6S7,517 


0.00 

27,921 

(963) 

526,958 

26,958 
S26,958 


0.00 

0 

0 

so 

0 

so 


16.00 

583,200 

101,275 

$684,475 

684,475 
$684,475 


0.00 

28,293 

(997) 

$27,296 

27,296 
$27J96 


0.00 

0 

0 

$0 

0 
$0 


16.00 

583,572 

101,241 

$684,813 

684,813 
$684,813 


16.00 

1,166,772 

202,516 

$1,369,288 

1,369,288 
$M69,288 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 


FTE 


General 
Fund 


-Fiscal  2006- 
State 
Special 


Federal 
Special 


Total 
Funds 


FTE 


General 
Fund 


-Fiscal  2007- 
Stale 
Special 


Federal 
Special 


Total 
Funds 


Personal  Services 
Vacancy  Savings 
Inflation/Deflation 

Total  Statewide  Present  Law  Adjustments 

DP  4  -  Juvenile  Corrections  Division  Overtime 

0.00  23,357 

Total  Other  Present  Law  Adjustments 

0.00  $23,357 

Grand  Total  All  Present  Law  Adjustments 


$0 


$0 


27,890 

(23,326) 

(963) 

$3,601 

23,357 

$23357 
$26,958 


0.00 


0.00 


23,707 


$23,707 


$0 


$0 


27,91 
(23,326) 
(997) 

$34«9 


23,707 

$23,707 
$27.296 


DP  4  -  Program  05  -  Juvenile  Division  Overtime  -  The  executive  is  requesting  an  appropriation  for  overtime  for  personal 
at  the  Juvenile  Transition  Center.  Overtime  is  zero  based  funded.  The  facility  is  operational  24  hours  per  day  and  365 
days  per  year,  and  overtime  is  used  to  maintain  staff  coverage. 
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Refer  to  the  summary  section  of  this  budget  analysis  for  a  discussion  on  overtime  calculated  by  the 
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Sub-Program  Details 

PEVE  HILLS  YOUTH  CORRECTIONAL  FACI  05 

Pine  Hills  Youth  Correctional  Facility  located  in  Miles  City,  houses  male  juvenile  offenders.  The  operational  capacity  is 
144  beds.  The  facility  also  provides  residential  sex  offender  and  chemical  dependency  programs.  The  average  daily 
population  was  90  during  FY  2004  with  an  average  cost  per  day  per  offender  of  $194. 

Sub-Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub-Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 

Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

134.85 

0.00 

0.00 

134.85 

0.00 

0.00 

134.85 

134.85 

Personal  Services 
Operating  Expenses 
Equipment 
Benefits  &  Claims 
Total  Costs 

5,297,330 

997,387 

5,350 

76,734 

$6^76,801 

715,950 

165,995 

0 

0 

$881,945 

0 
0 
0 
0 
$0 

6,013,280 

1,163,382 

5,350 

76,734 

$7^58,746 

718,166 

161.687 

0 

0 

$879,853 

0 
0 
0 
0 
$0 

6,015,496 

1,159,074 

5,350 

76,734 

$7,256,654 

12,028,776 

2,322,456 

10,700 

153,468 

$14315,400 

General  Fund 
State/Other  Special 
Federal  Special 
Total  Funds 

5,888,038 

288,378 

200,385 

$6376,801 

686,004 

0 

195,941 

$881,945 

0 

0 

0 

$0 

6.574,042 

288,378 

396,326 

$7,258,746 

683,912 

0 

195,941 

$879,853 

0 

0 

0 

$0 

6,571,950 

288,378 

396,326 

$7,256,654 

13,145,992 

576,756 

792,652 

$14315,400 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                 Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 

608,471 

(236,237) 

15,995 

606,592 

(236,158) 

11,687 

Total  Statewide  Present  Law  Adjustments 

$388,229 

$382,121 

DP  4  -  Juvenile  Corrections  Division  Overtime 

0.00             267,775 
DP  10  -  Restore  Inmate  Pay 

0.00              30,000 
DP  15  -  Juvenile  Federal  Authority  Reqest 

0.00                        0 

0 
0 
0 

0 

0 

195,941 

267,775 

30,000 

195,941 

0.00 
0.00 
0.00 

271,791 

30,000 

0 

0 
0 
0 

0 

0 

195,941 

271,791 

30,000 

195,941 

Total  Other  Present  Law  Adjustments 

0.00           $297,775 

$0 

$195,941 

$493,716 

0.00 

$301,791 

$0 

$195,941 

$497,732 

Grand  Total  All  Present  Law  Adjustments 

$881,945 

$879,853 

DP  4  -  Program  05  -  Juvenile  Division  Overtime  -  The  executive  is  requesting  an  appropriation  for  overtime  for  personal 
at  the  Pine  Hills  Youth  Correctional  Facility.  Overtime  is  zero  based  funded.  The  facility  is  operational  24  hours  per  day 
and  365  days  per  year,  and  overtime  is  used  to  maintain  staff  coverage. 
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Refer  to  the  summary  section  of  this  budget  analysis  for  i 
Department  of  Corrections. 

DP  10  -  Restore  Inmate  Pay  -  The  executive  is  requesting  an  appropriation  for  inmate  pay  at  the  Pine  Hills  Youth 
Correctional  Facility.  Inmate  pay  is  zero  based  funded. 

DP  15  -  Program  05  -  Juvenile  Federal  Authority  Request  -  The  executive  is  requesting  appropriation  authority  for 
annual  federal  grants  that  allow  for  the  enhancement  of  education  programs.  These  grants  are  from  the  Office  of  Public 
Instruction  and  include  the  Title  I  grant  for  $45,941  and  the  school  foods  grant  for  $150,000. 


Dept.  Of  Corrections 


D-117 


Juvenile  Corrections 


Dept.  Of  Corrections 05-Juvenile  Corrections 

Sub-Program  Details 

JUVENILE  PLACEMENT  FUNDS  06 

Juvenile  Placement  funds  are  used  to  place  youth  under  the  supervision  of  the  Department  of  Corrections  into  private 
treatment  facilities.  Over  1,026  youth  were  served  with  juvenile  placement  funds  in  fiscal  2004.  Each  judicial  district  has 
a  Youth  Placement  Committee  which  functions  as  a  screening  committee  for  all  juvenile  offenders  referred  to  as  "out  of 
home"  placements,  and  makes  recommendations  to  the  Youth  Court  as  to  the  most  appropriate  and  cost-effective 
placement.  The  juvenile  placement  funds  are  allocated  to  judicial  districts.  In  addition,  $1.0  million  is  placed  in  a  cost 
containment  fund  each  year.  The  costs  containment  panel  determines  the  distribution  of  those  funds. 

Sub-Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub-Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

Operating  Expenses 
Benefits  &  Claims 
Total  Costs 

General  Fund 
State/Other  Special 
Federal  Special 
Total  Funds 

223,433 

5,995,342 

$6,218,775 

6,062,478 

128,005 

28,292 

$6,218,775 

0 

0 

$0 

(20,134) 

20,134 

0 

$0 

0 

0 

SO 

0 

0 

0 

$0 

223,433 

5,995,342 

$6,218,775 

6,042,344 

148,139 

28,292 

$6,218,775 

0 

0 

$0 

(20,134) 

20,134 

0 

$0 

0 

0 

$0 

0 

0 

0 

$0 

223,433 

5,995,342 

$6,218,775 

6,042,344 

148,139 

28,292 

$6,218,775 

446,866 

11,990,684 

$12,437350 

12,084,688 

296,278 

56,584 

$12,437,550 
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Agency  Proposed  Budget 

The  following  table  summarizes  the  total  executive  budget  proposal  for  the  agency  by  year,  type  of  expenditure,  and 
source  of  funding. 


Agency  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2U(I7 

Exec  Budget 

Fiscal  2007 

Exec  Budget 
Fiscal  06-07 

FTE 

707.48 

6.60 

0.00 

714.08 

6.60 

0.00 

714.08 

714.08 

Personal  Services 

Operating  Expenses 

Equipment 

Capital  Outlay 

Grants 

Benefits  &  Claims 

Transfers 

Debt  Service 

27,192,817 

15,428,118 

358,420 

0 

16,811,904 

186.799 

129,297 

3.775 

3,858.869 

2,203i849 
39,000 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 

31.051,686 

17,631,967 

397,420 

0 

16,811,904 

186,799 

129,297 

3,775 

3,855,457 
2,269,856 
35,000 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 

31,048,274 

17,697,974 

393.420 

0 

16,811,904 

186,799 

129,297 

3,775 

62,099,960 

35,329,941 

790,840 

0 

33,623,808 

373,598 

258,594 

7,550 

Total  Costs 

S60,lll,130 

16,101,718 

$0 

$66,212348 

$6,160,313 

$0 

$66,271,443 

$132,484,291 

General  Fund 
State/Other  Special 
Federal  Special 
Propnetary 

1,155,525 

24,912,507 

33,982,053 

61,045 

56,889 

2,783,103 

3,242,564 

19,162 

613,665 

(9,248) 

(604.417) 

0 

1,826,079 

27,686,362 

36.620.200 

80,207 

81,280 
3,016,972 
3,043,758 

18,303 

611,535 

(7,118) 

(604,417) 

0 

1,848,340 

27,922,361 

36,421,394 

79,348 

3,674,419 

55,608,723 

73,041,594 

159,555 

Total  Funds 

$60,111,130 

$6,101,718 

$0 

$66,212,848 

$6,160313 

$0 

$66,271,443 

$132,484,291 

Agency  Description 

The  Department  of  Labor  and  Industry  has  a  number  of  functions.  In  part,  the  department: 
oversees  and  regulates  the  Montana  Workers'  Compensation  system 

enforces  state  and  federal  labor  standards,  anti-discrimination  laws,  and  state  and  federal  safety-occupational 
health  laws 

provides  adjudicative  services  in  labor-management  disputes 

administers  the  unemployment  insurance  program  and  disburses  state  unemployment  benefits; 
serves  as  an  employment  agency,  provides  job  training  to  assist  individuals  in  preparing  for  and  finding  jobs,  and 
assists  employers  in  finding  workers 

oversees  federal  and  state  training  and  apprenticeship  programs 
conducts  research  and  collects  employment  statistics 

administers  the  federal  AmeriCorps,  Campus  Corps,  and  Volunteer  Montana  programs  through  the  Office  of 
Community  Services 

licenses,  inspects,  tests,  and  certifies  all  weighing  or  measuring  devices  used  in  making  commercial  transactions 
in  the  State  of  Montana 

provides  administrative  and  clerical  services  to  the  38  professional  boards  and  occupational  licensing  programs 
authorized  by  state  statutes 
establishes  and  enforces  minimum  building  codes 


Structurally,  the  department  is  divided  into  five  divisions:  1)  Workforce  Services;  2)  Unemployment  Insurance;  3) 
Commissioner's  Office/Centralized  Services;  4)  Employment  Relations  (including  the  Human  Rights  Commission);  and 
5)  Business  Standards.  The  Office  of  Community  Services  and  Workers'  Compensation  Court  are  administratively 
attached. 
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Agency  Highlights 


Department  of  Labor 
Major  Budget  Highlights 


Total  funds  increase  $12.2  million  or  about  9  percent  for  the  biennium. 

Increased  debt  collection  costs  add  $200,000  over  the  biennium  in  the 

Employment  Relations  Division 

General  fiind  increases  due  to  funding  switches  inom  several  programs 

from  the  employment  security  account  to  the  general  fund  of  $1.2 

million  for  the  biennium 

State  special  revenue  increases  are  due  to  the  net  impact  of: 

•  Funding  switch  from  one-time  Reed  Act  monies 

•  Indirect  costs  and  recharges  of  $  1 .4  million 

•  Statewide  present  law  adjustments  of  $740,000 

•  Increased  professional  services  of  $290,000 

•  Increased  travel  and  restore  per  diem  of  $552,000 
Federal  special  revenue  increases  are  primarily  due  to: 

•  The  transfer  of  $1.8  million  in  on-going  costs  associated 
with  the  transfer  of  the  Unemployment  Insurance 
Contributions  Bureau  from  the  Department  of  Revenue 

•  $3.2  million  in  statewide  present  law  adjustments  for  43 
positions  not  in  the  base  but  funded  through  present  law 
adjustments 

FTE    would    be    added    primarily    due    to    the    transfer    of   the 
Unemployment  Insurance  Contributions  Bureau 


Major  LFD  Issues 


The  Employment  Security  account  has  a  large  fund  balance  and  the 
executive  is  recommending  that  certain  programs  be  funded  with 
general  fund  that  was  fianded  with  in  the  Reed  Act  funds  in  the  2005 
biennium 


Funding 

The  following  table  summarizes  funding  for  the  agency,  by  program  and  source,  as  recommended  by  the  Governor. 
Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 


Agency  Program 


Total  Agency  Funding 
2007  Biennium  Executive  Budget 


0 1  Work  Force  Services  Division 

02  Unemployment  Insurance  Divisio 

03  Commissioner's  OfFice/Csd 

04  Employment  Relations  Division 

05  Business  Standards  Division 
07  Office  Of  Community  Services 
09  Workers  Compensation  Court 

Grand  Total 


General  Fund 

State  Spec. 

Fed  Spec. 

$     1,474,613 

$  15,194,884 

$  47,947,636 

855,226 

18,085,818 

387,915 

1.524,625 

924,940 

1,713,915 

13,293,239 

1,273,982 

- 

23,632,238 

- 

97,976 

- 

4,809,218 

- 

1.108.511 

$  55,608,723 

_ 

$    3,674,419 

$  73,041,594 

Proprietary         Grand  Total  Total  % 


159,555 


64,617,133 

18,941,044 

2,997,035 

16,281,136 

23,632,238 

4,907,194 

1.108,511 


$     159,555     $     132,484.291 


48.8% 

14.3% 

2.3% 

12.3% 

17.8% 

3.7% 

0.8% 

100.0% 
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Biennium  Budget  Comparison 

The  following  table  compares  the  executive  budget  request  in  the  2007  biennium  with  the  2005  biennium  by  type  of 
expenditure  and  source  of  funding.  The  2005  biennium  consists  of  actual  FY  2004  expenditures  and  FY  2005 
appropriations. 


Biennium  Budget  Comparison 
Budget  Item 

Present 
Law 

Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

Present 

Law 

Fiscal  2007 

New 
Proposals 

Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Biennium 

Fiscal  04-05 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

714.08 

0.00 

714.08 

714.08 

0.00 

714.08 

707.48 

714.08 

Personal  Services 

Operating  Expenses 

Equipment 

Capital  Outlay 

Grants 

Benefits  &  Claims 

Transfers 

Debt  Service 

31,051,686 

17,631,967 

397,420 

0 

16,811,904 

186,799 

129.297 

3,775 

0 
0 
0 
0 
0 
0 
0 
0 

31,051,686 

17,631,967 

397,420 

0 

16,811,904 

186,799 

129,297 

3,775 

31,048,274 

17,697,974 

393,420 

0 

16,811,904 

186,799 

129,297 

3,775 

0 
0 
0 
0 
0 
0 
0 
0 

31,048,274 

17,697,974 

393.420 

0 

16,811,904 

186,799 

129,297 

3,775 

58,262,064 

33,040,064 

820,423 

965 

33,655,615 

426,896 

899,010 

8,375 

62,099,960 

35,329,941 

790,840 

0 

33,623,808 

373,598 

258,594 

7,550 

Total  Costs 

$66,212,848 

$0 

$66,212,848 

$66,271,443 

$0 

$66,271,443 

$127,113,412 

$132,484,291 

General  Fund 
State/Other  Special 
Federal  Special 
Proprietary 

1,212,414 

27,695,610 

37,224,617 

80,207 

613,665 

(9,248) 

(604,417) 

0 

1,826,079 

27,686,362 

36,620,200 

80,207 

1,236,805 

27,929,479 

37,025,811 

79,348 

611,535 

(7,118) 

(604,417) 

0 

1,848,340 

27,922,361 

36,421,394 

79,348 

2,353,932 

51,598,862 

72,235,318 

925,300 

3,674,419 

55,608,723 

73,041,594 

159,555 

Total  Funds 

$66,212,848 

$0 

$66,212,848 

$66,271,443 

$0 

$66,271,443 

$127,113,412 

$132,484,291 

New  Proposals 

The  "New  Proposal"  table  summarizes  all  new  proposals  requested  by  the  executive.  Descriptions  and  LFD  discussion 

of  each  new  proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

pic^ai  -^nn-j  .  .. 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

I'rogram                 t- 1  b                  hund 

Special 

Special 

Funds 

RE 

Fund 

Special 

Special 

Funds 

DP  1  -  General  Fund/ESA/Reed  Act  Funding  Switch 

01                  0.00             363,222 

241,195 

(604,417) 

0 

0.00 

362,600 

241,817 

(604.417) 

0 

DP  2  -  General  Fund/ESA  Fund  Switch 

04                   0.00              193,506 

(193,506) 

0 

0 

0.00 

192,090 

(192,090) 

0 

0 

DP  3  -  General  Fund/ESA  Fund  Switch 

03                  0.00              56,194 

(56,194) 

0 

0 

0.00 

56,102 

(56.102) 

0 

0 

DP  4  -  General  Fund/ESA  Fund  Switch 

07                   0.00                    743 

(743) 

0 

0 

0.00 

743 

(743) 

0 

0 

Total                  0.00           $613,665 

($9^48) 

($604,417) 

$0 

0.00 

$611^S35 

($7,118) 

($604,417) 

_$0 

Agency  Issues 

Employment  Security  Account 

History 

The  legislature  established  the  employment  security  account  (ESA)  in  1983  to  address  the  fiinding  deficit  in  federal 
funding  for  employment  services  and  to  maintain  delivery  of  employment  services  thorough  rural  job  services  offices. 
The  ESA  is  funded  by  an  employer  tax  on  unemployment  insurance  taxable  wages,  currently  at  0.13  percent  on 
employers  with  experience  ratings  and  0.05  percent  on  total  wages  for  employers  without  experience  ratings.  Through 
1999,  the  assessment  rate  was  0.10  percent  on  taxable  wages.  The  1999  legislature  passed  HB  282  and  raised  the  rate  to 
0.13  percent  and  lowered  the  unemployment  insurance  tax  by  0.03  percent.  Prior  to  1989,  $8.6  million  was  transferred 
to  the  Unemployment  Insurance  Trust  Fund  per  statute  from  this  account. 
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Purpose 

The  ESA  is  established  in  39-51-409,  MCA.  There  are  currently  no  statutory  or  administrative  limitations  on  the  usage 
of  the  ESA.  However,  the  Department  of  Labor  and  Industry  states  they  have  made  a  commitment  to  employers  that  the 
ESA  funds  would  be  used  to  keep  local  workforce  services  available  through  local  job  service  offices  and  to  maintain  the 
employment  services  provided  by  the  department 

Usages  of  ESA 

In  the  years  since  the  assessment  and  fund  were  established,  the  legislature  has  used  the  ESA  for  a  variety  of 
employment  related  services.  The  2001  legislature  appropriated  ESA  funds  for  all  or  a  portion  of  the  following 
purposes: 

•  Workforce  Services  Division  Operations 

•  Apprenticeship  and  Training 

•  Employment  Relations  Division 

•  Legal/Hearings  Bureau 

•  Research  and  Analysis  Bureau 

•  Unemployment  Insurance  Division 

In  the  August  2002  Special  Session,  the  executive  recommended  and  the  legislature  approved  a  funding  switch  from 
general  fund  to  the  ESA  for  all  or  a  portion  of  a  variety  of  programs,  including: 

•  Jobs  for  Montana  Graduates 

•  Apprenticeship  Grants 

•  Displaced  Homemakers 

•  Job  Registry 

•  Section  1 10  Vocational  Rehabilitation  in  the  Department  of  Public  Health  and  Human  Services  (DPHHS) 

•  Extended  Employment  Vocational  Rehabilitation  in  DPHHS 

•  Youth  Challenge  Program  in  the  Department  of  Military  Affairs 

•  Montana  School  for  the  Deaf  and  Blind 

The  executive  contended  that  all  of  the  programs  were  training-related  programs  that  met  the  basic  requirements  of  the 
agreement  made  by  the  department  to  the  employers  of  Montana.  The  2003  legislature  also  used  ESA  funds  to  replace 
all  or  a  portion  of  the  general  fund  in  several  job  preparation  programs  in  DOLI  in  the  2005  biennium: 

•  Jobs  for  Montana  Graduates 

•  Hearings  Bureau 

•  Displaced  Homemakers 

•  Office  of  Community  Services 

•  Human  Rights  Bureau 

The  use  of  the  ESA  funds  for  these  purposes  was  done  without  reducing  support  for  the  programs  previously  funded  with 
ESA  because  of  the  availability  of  federal  Reed  Act  funds.  General  fund  was  reduced  by  approximately  $1.2  million 
over  the  biennium  and  replaced  with  ESA  funding.  The  Reed  Act  funds  replaced  ESA  in  the  Workforce  Services 
Division. 

No  federal  Reed  Act  funds  are  available  in  the  2007  biennium.  Consequently,  the  executive  proposes  restoring  general 
fund  for  those  programs  with  funding  replaced  with  ESA  funds  in  the  2005  biennium.  The  following  figure  shows  actual 
and  proposed  uses  of  the  ESA  since  FY  2003  and  the  current  account  status. 
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Figure  1 

Employment  Security  Account 

Revenues  and 

Expenditures 

FY  2003  Through  Projected 

2007 

Actuals 

Actuals 

Budgeted 

Budgeted 

Budgeted 

Components 

FY  2003 

FY  2004 

FY  2005 

FY  2006 

FY  2007 

Adj.  Beginning  Balance 

$1,430,249 

$2,190,823 

$3,394,414 

$4,105,607 

$5,040,055 

Revenues 

Tax  Collections 

6,933,254 

7,558,239 

7,545,000 

7,816,000 

8,086,000 

Investment  Earnings 

38,807 

44,216 

49,749 

55,244 

62,776 

Total  Revenue 

6,972,061 

7,602,455 

7,594,749 

7,871,244 

8,148,776 

Expenditures 

Apprenticeship  &  Training 

284,658 

323,993 

285,810 

333,650 

334,272 

Employment  Relations  Division 

854,749 

869,782 

946,161 

958,279 

960,706 

Workforce  Services  Operations 

158,484 

4,222,458 

4,411,901 

4,919,873 

5,055,194 

Legal/Hearings 

198,882 

154,575 

235,120 

198,977 

199,277 

Research  &  Analysis  Bureau 

160,121 

96,838 

101,463 

108,100 

108,355 

Unemployment  Insurance  Div. 

447,427 

117,917 

298,563 

417,917 

417,917 

Sub  Total 

2,104,321 

5,785,563 

6,279,018 

6,936,796 

7,075,721 

2002  Special  Session/2003  Regu 

ar  Session  Funding 

Switches 

Jobs  for  Montana  Graduates 

532,983 

158,456 

150,027 

Apprenticeship  Grants 

140,000 

0 

0 

Displaced  Homemakers 

219,762 

212,608 

212,573 

Job  Registry 

18,805 

0 

0 

DPHHS  Voc-Rehab-section-1 10 

1,182.264 

0 

0 

DPHHS  Voc-Rehab-extended 

782,933 

0 

0 

Youth  Project  Challenge 

1,117,624 

(1,052) 

0 

School  for  Deaf  and  Blind 

111,000 

0 

0 

Legal/Hearings  Human  Rights 

0 

49,040 

48,105 

ERD  Human  Rights 

0 

193,506 

192,090 

OCS 

0 

743 

743 

Sub  Total 

$4,105,371 

$613,301 

$603,538 

$0 

$0 

Total  Expenditures* 

$6,209,692 

$6,398,864 

$6,882,556 

$6,936,796 

$7,075,721 

Ending  Fund  Balance 

$2,190,823 

$3,394,414 

$4,105,607 

$5,040,055 

$6,113,110 

*Any  increases  due  to  2007  pay  plan  proposals  are  not  included  in  the  total.  The  executive  estimates  pay 

plan  increases  of  $480,000  in  FY  2006  and  $880,000 

in  FY  2007  funded  from  the  ESA  if  the  Governor's 

proposed  pay  plan  were  to  be  enacted.  These  amounts  would  fund  pay  plan  expenditures  from  the  ESA  in  a 

significantly  higher  percentage  than  the  fund  supports  personal  services  in  total.  The  ESA  funded  15.7 

percent  of  personal  services  in  FY  2004  and  14.5  percent  in  FY  2007.  IF  the  FY  2004  ratio  were  applied  in 

the  2007  biennium,  the  ESA  would  fund  about  $125,000  in  FY  2006  and  $320,000  in  FY  2007 

of  total 

2007  biennium  pay  plan  costs. 

1) 

2) 


Given  the  structural  balance,  large  fund  balance,  and  flexibility  for  expenditures  from  the  ESA  granted  in 
statute,  there  are  a  number  of  potential  uses  of  the  ESA,  either  to  expand  programs  or  to  replace  general  fund. 
Consequently,  there  are  two  issues  for  legislative  consideration: 

Does  the  legislature  wish  to  continue  fiinding  the  programs  listed  in  Figure  1  with  ESA  funds  in  the  2007 

biennium? 

Does  the  legislature  wish  the  balance  in  the  ESA  to  continue  to  grow? 
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LID 

ISSUE 

CONT. 


Continuation  of  Programs 

As  shown  in  Figure  1 ,  the  ESA  would  be  able  to  absorb  funding  for  all  programs  funded  with  ESA  in  the 
2005  biennium  (see  Figure  2)  and  still  maintain  a  structural  balance  (revenues  would  continue  to  exceed 
expenditures).  Therefore,  the  legislature  has  two  options: 


Option  A  -  Continue  to  fiind  the  programs  listed  in  Figure  2  with  ESA  funds  in  the  2007  biermium.   The  anticipated 

ending  fund  balance  would  grow  from  $3.4  million  in  FY  2004  to  $4.8  million  in  FY  2007. 

Option  B  -  Accept  the  executive  proposal  to  replace  funding  for  the  programs  in  Figure  2  with  general  fund. 

Fund  Balance 

As  stated,  not  only  is  there  a  structural  balance  in  the  ESA,  the  fund  balance  is  significant  and  growing.  Therefore,  the 
question  for  the  legislature  is  whether  the  maintenance  of  a  large  and  growing  fund  balance  is  the  desired  public  poUcy 
of  the  legislature. 

As  mentioned  earlier,  there  are  a  number  of  potential  uses  of  the  ESA,  including  programs  funded  in  the  2003  biermium, 
such  as  the  National  Guard  Challenge  Program  and  certain  vocational  education  and  rehabilitation  functions.  Any 
consideration  of  expanded  uses  must  also  be  tempered,  however,  with  consideration  of  the  following: 

•  Ongoing  structural  balance  of  the  fund,  particularly  if  on-going  program  costs  are  funded  in  excess  of  on-going 
revenues  to  the  account.  If  the  legislature  considers  adding  expenditures  beyond  the  anticipated  revenues,  it 
may  wish  to  examine  one-time  only  expenditures 

•  Potential  "storing"  of  the  fimd  balance  for  future  emergencies  or  special  projects 

•  Potential  future  adjustment  of  the  level  of  assessment  on  employers 

Option  A  -  Fund  other  programs  with  the  ESA  in  addition  to  programs  funded  with  the  ESA  in  the  2003  biermium. 
Among  the  programs  currently  funded  with  general  fiind  in  the  2007  executive  budget  are  the  Challenge  Program  in  the 
Department  of  Military  Affairs,  displaced  homemakers,  and  vocational  rehabilitation  functions  in  the  Department  of 
Public  Health  and  Human  Services.  This  option  would  begin  to  spend  down  the  fund  balance,  and  would  result  in  a 
structural  imbalance. 
Option  B  -  Accept  the  executive  proposal  and/or  continue  to  fund  programs  funded  in  the  2005  biennium  with  ESA. 


Labor  &  Industry  D-124  SUMMARY 


Labor  &  Industry 


01-Work  Force  Services  Division 


Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 

Budget 
Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 
Adjustment 

Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

302.45 

(0.25) 

0.00 

302.20 

(0.25) 

0.00 

302.20 

302.20 

Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 
Grants 
Transfers 

11,555,867 

4,783,957 

79,168 

0 

14,637,948 

129,297 

986,897 
137,128 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 

12,542,764 

4,921,085 

79,168 

0 

14,637,948 

129,297 

982,818 
137,816 
0 
0 
0 
0 

0 
0 
0 
0 

0 
0 

12,538,685 

4,921,773 

79,168 

0 

14,637,948 

129,297 

25,081,449 

9,842,858 

158,336 

0 

29,275,896 

258,594 

Total  Costs 

$31,186,237 

$1,124,025 

$0 

$32310,262 

$1,120,634 

$0 

S32306371 

$64,617,133 

General  Fund 
State/Other  Special 
Federal  Special 
Proprietary 

363,669 

7,024,859 

23,797,709 

0 

10,727 

232,028 

881,270 

0 

363,222 

241,195 

(604,417) 

0 

737,618 

7,498,082 

24,074,562 

0 

10,726 

430.126 

679.782 

0 

•    362,600 

241,817 

(604,417) 

0 

736,995 

7.696,802 

23,873,074 

0 

1,474,613 

15,194,884 

47,947,636 

0 

Total  Funds 

$31,186^37 

$1,124,025 

$0 

$32310,262 

$1,120,634 

$0 

$32306,871 

$64,617,133 

Program  Description 

The  Workforce  Services  Division  (WSD)  operates  through  five  bureaus:  Field  Operations  Bureau,  Workforce 
Technology,  Statewide  Workforce  Programs,  Job  Service  Programs,  and  Research  and  Analysis.  The  Field  Operations 
Bureau  functions  through  a  network  of  17  Job  Service  Centers.  The  division  is  a  gateway  to  government  services  in  the 
area  of  employment  and  training  services.  The  WSD  performs  services  that  include  retraining  and  reemployment 
services  for  laid-off  workers  and  employment  and  training  services  for  people  transitioning  from  welfare  to  work,  as  well 
as  for  youth,  veterans,  seasonal/migrant  farm  workers,  and  general  job  seekers. 


Program  Highlights 


Workforce  Services  Division 
Major  Budget  Highlights 


Increases  of  $2.2  million  over  the  2007  biennium  are  primarily  due  to 
statewide  present  law  adjustments,  rent,  and  indirect  assessments  for 
the  support  of  Centralized  Services  Division 

Changes  in  funding  sources  are  due  to  a  proposed  fimding  switch  from 
federal  Reed  Act  fimding  to  state  special  revenues  of  $241,000  per 
year  and  general  fund  of  $363,000  per  year 


Major  LFD  Issues 


A  proposed  funding  switch  from  one-time  Reed  Act  funds  to  general 
fund  and  employment  security  account 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding 

Table 

Work  Force  Services  Division 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

S        363,669 

1.2% 

$         737,618 

2.3% 

$        736,995 

2.3% 

02069  Natural  Resource  Worker  Sb322 

13,508 

0.0% 

13,508 

0.0% 

13,508 

0.0% 

02258  Employment  Security  Account 

4,932,048 

15.8% 

5,361,623 

16.6% 

5,497,821 

17.0% 

02288  Mjtp  Subgrants/Contracts 

1.954,423 

6.3% 

1,975,103 

6.1% 

2,034,865 

6.3% 

02315  Dli  Info  Exchange/Rental 

77,730 

0.2% 

81,381 

0.3% 

83,912 

0.3% 

02455  Workers'  Comp  Regulation 

47,150 

0.2% 

66,467 

0.2% 

66,696 

0.2% 

03 1 24  Employment  Tmg  Grants 

2,698,467 

8.7% 

2,721,721 

8.4% 

2,792,988 

8.6% 

03126  Workforce  Investment  Act 

10.057,331 

32.2% 

10,057,331 

31.1% 

10,057,331 

31.1% 

03128  L  &  I  Federal  Funding 

698,573 

2.2% 

751,581 

2.3% 

761,081 

2.4% 

03 1 3 1  Osha  Stat  Prgm  Fed.St  Sdy 

47.319 

0.2% 

66,467 

0.2% 

66,696 

0.2% 

03 1 94  Research/ Analysis  Cm 

826,995 

2.7% 

930,152 

2.9% 

932,371 

2.9% 

03297  Labor  And  Industry  Veteran  Gra 

688,198 

2.2% 

700,157 

2.2% 

721,118 

2.2% 

03682  Wagner  Peyser 

5,473,631 

17.6% 

5,618,413 

17.4% 

5,772,634 

17.9% 

03692  Alien  Labor  Certification(Alc) 

59,501 

0.2% 

59,532 

0.2% 

61,065 

0.2% 

03693  Wrk  Opportunities  Tx  CrdtAVotc 

64,607 

0.2% 

79,414 

0.2% 

71,484 

0.2% 

03694  Trade  Adjustment  Assist/Nafta 

2,513,121 

8.1% 

3.076,069 

9.5% 

2,622,581 

8.1% 

03954  Ui  Administrative  Grants 

65,549 

0.2% 

13,725 

0.0% 

13,725 

0.0% 

03967  Ui  Reed  Act 
Grand  Total 

604.417 
$   31,186,237 

1.9% 
100.0% 

_ 

_ 

_ 

_ 

$   32,310,262 

100.0% 

$   32,306,871 

100.0% 

The  WSD  is  ftinded  with  a  mixture  of  general  fiind,  state  special,  and  federal  special  revenues,  which  are  used  to  support 
an  assortment  of  operations  within  the  division.  General  fiind  authority  supports  the  Jobs  for  Montana  Graduates 
program  (JMG)  and  the  State  Displaced  Homemaker  Program.  JMG  assists  Montana  at-risk  high  school  students  to  stay 
in  school,  graduate,  and  successfully  transition  from  school  to  work.  The  displaced  homemaker  is  an  individual  who  has 
been  providing  unpaid  services  to  family  members  in  the  home,  has  been  dependent  on  the  income  of  another  family 
member,  and  is  no  longer  supported  by  that  income  and  is  unemployed.  These  expenses  have  historically  has  been 
funded  with  general  fund,  but  were  replaced  with  state  special  revenue  (Employment  Service  Account,  ESA)  in  the  2003 
legislative  session.  The  executive  is  proposing  a  fimding  switch  to  restore  general  fund  for  this  program  in  the  2005 
legislative  session.  The  2003  legislature  eliminated  all  general  ftmd  from  the  Job  Registry  program  and  requested 
legislation  to  remove  the  program  from  statute.  Portions  of  the  Job  Registry  program  ultimately  were  transferred  to  the 
Department  of  Administration. 

State  special  revenues  include  $10.3  million  in  ESA  funding  and  $4.0  million  in  Workforce  hivestment  Act  (WIA)  sub- 
grants  and  contracts,  including  National  Emergency  Grants  to  retrain  dislocated  workers  following  a  mass  lay-off 

Federal  funding  includes  $20.1  million  in  WIA  flmds,  $16.3  million  in  federal  Labor  and  Industry  funds,  and  $5.7 
million  in  Trade  Adjustment  Assistance  funding. 

The  federal  funding  formulas  have  remained  basically  the  same  as  in  previous  biennia.  The  funding  level  is  determined 
by  the  state's  ranking  amongst  other  states  within  several  economic  categories.  These  categories  consist  of  the 
following: 

•  Thenumber  of  unemployed  workers 

•  The  unemployment  rate 

•  The  number  of  residents  considered  economically  disadvantaged 
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Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fiscal  2006- - 

General                Sute 
Ht                 Fund               Special 

Federal 
Special 

Total 
Funds 

FTE 

1 

General 

Fund 

^iccal  0007 

State 

Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflalion/Deflation 
Fixed  Costs 

1,520,603 

(523,066) 

(31,444) 

(70.912) 

1,516,330 

(522,907) 

(32,399) 

(69,714) 

Total  Sutewlde  Present  Law  Adjustments 

$895,181 

$891,310 

DP  6  -  Workforce  Services  Division  Operating  Adjust 
0.00                       0 

DP  7  -  Statewide  F 1  h  Reduction 

(0.25)            (10,640) 

DP  999  -  Empowerment  Zone 

0.00               13,350 

ments 

100,587 

0 

0 

125,547 
0 
0 

226,134 

(10,640) 

13,350 

0.00 

(0.25) 

0.00 

0 

(10,605) 

13,350 

99.871 
0 
0 

126,708 
0 
0 

226,579 

(10,605) 

13.350 

Total  Other  Present  Law  Adjustments 

(0.25)               $2,710 

$100387 

$125347 

$228344 

(0.25) 

$2,745 

$99,871 

$126,708 

$229324 

Grand  Total  All  Present  Law  Adjustments 

$1,124,025 

$1,120,634 

Statewide  Present  Law  Adjustments 

Statewide  personal  services  adjustments  consist  primarily  of: 

•  12.35  FTE  positions  vacant  during  the  base  year 

•  Annualized  2005  biennium  pay  plan 

DP  6  -  Workforce  Services  Division  Operating  Adjustments  -  The  executive  is  requesting  an  increase  in  the  department's 
cost  allocation  plan  of  $202,833  in  FY  2006  and  $201,003  in  FY  2007  and  rent  increases  in  the  Research  and  Analysis 
Bureau  of  $23,301  in  FY  2006  and  $25,576  in  FY  2007.  Funding  is  from  state  and  federal  special  revenue. 


LH) 
COMMKNT 


For  a  more  detailed  explanation  on  indirect  costs,  the  cost  allocation  plans,  and  the  basis  for 
assessing  indirect  costs  charged  to  each  program,  refer  to  the  discussion  on  rates  contained  in  the 
program  narrative  for  the  Commissioner's  Office  and  Centrahzed  Services  Division. 


DP  7  -  Statewide  FTE  Reduction  -  A  reduction  of  $10,600  general  fund  per  year  is  requested  to  permanently  eliminate 
0.25  FTE  from  the  WSD. 

The  elimination  of  this  0.25  FTE  is  part  of  the  statewide  FTE  reduction  proposal  by  the  Governor  to  make  permanent  a 
personal  services  reduction  made  by  the  2003  legislature. 


COMMKNT 


For  a  further  discussion  of  the  statewide  FTE  reduction,  see  Volume  1  of  the  "LFD  Budget 
Analysis". 


DP  999  -  Empowerment  Zone  -  The  executive  proposes  to  restore  general  fund  authority  given  in  the  2003  legislative 
session  under  HB  564,  which  allows  a  tax  credit  for  businesses  that  create  new  jobs  within  empowerment  zones.  An 
empowerment  zone  is  an  area  where  the  average  unemployment  or  poverty  rate  for  a  given  period  is  at  least  1 50  percent 
of  the  statewide  rate  for  the  same  period. 
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New  Proposals 

New  Proposals 

-Fi<:ral  2007 

General                Slate 
Program                FTE                  Fund                Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

Stale 
Special 

Federal 
Special 

Total 
Funds 

DP  1  -  General  Fund/ESA/Reed  Act  Funding  Switch 

01              0.00             363,222             241,195 

Total              0.00           $363,222           $241,195 

(604,417) 

($604,417) 

0 

$0 

0.00 
0.00 

362,600 

$362,600 

241,817 
$241,817 

(604,417) 
($604,417) 

0 

$0 

DP  1  -  General  Fund/ESA/Reed  Act  Funding  Switch  -  The  executive  is  proposing  a  funding  switch  from  the  one-time 
distribution  of  Reed  Act  funds  and  replacing  them  with  general  fimd  and  ESA  funds.  In  the  2003  Legislative  session, 
general  fund  was  replaced  with  ESA  fimds  and  back-filled  with  Reed  Act  funds  in  the  Jobs  for  Montana  Graduates  and 
Displaced  Homemakers  programs.  The  executive  is  requesting  these  programs  be  funded  with  general  fund  at  $363,000 
per  year.  Additionally,  the  executive  is  requesting  an  increase  in  the  indirect  cost  that  supports  the  Centralized  Services 
Division  of  $241,000  per  year  in  ESA  funds.  This  request  is  to  restore  the  2003  legislative  session  one-time-only 
fianding  switch  in  the  Workforce  Services  Division  (WSD). 


LFD 
ISSUE 


While  the  Reed  Act  funds  are  no  longer  available  and  a  funding  switch  is  necessary  if  the  programs  fiinded 
with  Reed  Act  in  the  2005  biennium  are  to  continue,  the  ESA  could  continue  to  fund  these  programs  and 
maintain  a  structural  balance  in  the  account. 


For  additional  information  on  ESA  and  Reed  Act  funding,  please  see  the  agency  narrative. 


Proprietary  Rates 

Proprietary  Program  Description 

The  Montana  Career  hiformation  System  (MCIS)  has  been  active  in  Montana  since  1980.  The  purpose  of  MCIS  is  to 
deliver  current  career  and  labor  market  information  to  Montanans  in  an  easy-to-use  and  easy-to-understand  format.  This 
is  the  only  career  information  delivery  system  in  the  country  that  has  specific  Montana  labor  market  information 
included  in  each  file.  MCIS  is  currently  being  used  at  over  200  sites  throughout  the  state  by  a  wide  variety  of  users 
including:  job  service  offices,  vocational  rehabilitation  offices,  high  schools,  commimity  colleges,  universities,  tribal 
colleges,  educational  and  training  agencies,  and  adult  education  programs. 


Proprietary  Revenues  and  Expenses 

Revenue  comes  to  MCIS  by  billing  users  for  the  software  and  licensing. 
$23,066. 


The  working  capital  (60  day)  for  FY  2006  is 


Proprietary  Rate  Explanation 

The  fees  charged  by  MCIS  are  not  to  exceed  $1 ,500  per  site.  High  schools  with  enrollments  over  200,  all  postsecondary 
schools,  and  all  agencies  and  businesses  are  charged  $1,150  per  year.  Smaller  high  schools  are  charged  $575-977 
depending  on  enrolbnent,  and  school  districts  are  charged  $2,000  per  year.  Discounted  rates  are  available  for  small 
schools  and  groups. 
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2007  Biennium  Report  on 

Internal  Service  and  Enterprise  Funds  2007 

Budgeted 
FY07 

Fund                   Fund  Name 

6051      Montana  Career  Info  System 

Agency  # 
66020 

Agency  Name 
Dept.  of  Labor  &  Industry 

Program  Name 
Workforce  Services  Division 

Actual                Actual 
FY02                   FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

Opsrating  Revenues: 

Fee  revenue 
Charges  for  Services 

Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Ottier  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

173,590                146,940 

127,819 

177,923 

140.321 

140,574 

173.590                146.940 
6 

127.819 
4 

177.923 

140.321 

140,574 

173,596                146,940 

78,111                  82,144 
90,690                 59,076 

127,823 

67.664 

56,631 

177.923 

90,408 
87,515 

140.321 

69.622 

70,699 

140,574 

69,658 
70,916 

168,801                141,220 
4,795                   5,720 

124,295 
3,528 

177.923 

140,321 

140,574 

4,795                    5.720 

3,528 

- 

- 

- 

4,795                   5,720 
15,261                  20.056 

15.261                  20,056 

3,528 
25,776 

25,776 

29.304 
29.304 

29,304 
29,304 

29,304 

29,304 

20,056                 25,776 

29,304 

29,304 

29,304 

29,304 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 

28,134                 23,537 

20,716 

29.654 

23.387 

23.429 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

150.50 

6.00 

0.00 

156.50 

6.00 

3.00 

156.50 

156.50 

Personal  Services 
Operating  Expenses 
Equipment 
Benefits  &  Claims 
Transfers 
Debt  Service 

4,394,003 

2,491,240 

7,126 

(265) 

0 

3,775 

1,862,001 
713,767 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 

6,256,004 

3,205,007 

7,126 

(265) 

0 

3,775 

1,859,575 
713,943 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 

6,253,578 

3,205,183 

7,126 

(265) 

0 

3,775 

12,509,582 

6,410,190 

14,252 

(530) 

0 

7,550 

Total  Costs 

$6,895,879 

$2,575,768 

$0 

$9,471,647 

$2,573,518 

$0 

$9,469,397 

$18,941,044 

State/Other  Special 
Federal  Special 

127,613 
6,768,266 

300,000 
2,275,768 

0 
0 

427,613 
9,044,034 

300,000 
2,273,518 

0 
0 

427,613 
9,041,784 

855,226 
18,085,818 

Total  Funds 

$6,895,879 

$2,575,768 

$0 

$9,471,647 

$2373,518 

$0 

$9,469,397 

$18,941,044 

Program  Description 

The  Unemployment  Insurance  (UI)  Division  administers  the  state  unemployment  insurance  law  and  related  federal 
programs,  which  provide  temporary,  partial  wage  replacement  to  involuntarily  unemployed  individuals.  The  UI  Division 
is  organized  into  four  bureaus:  UI  Contributions,  UI  Benefits,  UI  Program  Support,  and  UI  Phone  Claims.  The  UI  Tax 
administration  was  transferred  back  to  the  Department  of  Labor  from  the  Department  of  Revenue  by  the  2003 
Legislature  under  SB  271.  The  Contributions  Bureau  is  responsible  for  UI  tax  collection  and  employer  audits.  The  UI 
Benefits  Bureau  is  responsible  for  Trade  Readjustment  Assistance,  military,  federal  and  multi-state  claims,  Benefit 
Payment  Control,  wage  revisions,  and  clerical  support.  The  UI  Program  Support  Bureau  manages  the  information 
technology  systems  and  infrastructure,  the  Division  budget  and  accounting,  and  the  UI  trust  fund.  They  also  provide 
management  analysis  and  research  for  economic,  program  management,  reportmg  and  legislative  purposes,  in  addition  to 
operating  tax  and  benefit  quality  control  and  integrity  programs.  The  UI  Phone  Claims  Bureau  has  two  phone  centers 
(Billings  and  Helena)  for  claimants  to  file  unemployment  claims,  and  for  employers  to  make  UI  related  inquiries. 

Program  Highlights 


Unemployment  Insurance  Division 
Major  Budget  Highlights 


Increases  of  $5.1  million  consist  of  an  88  percent  increase  in  federal 
funds  and  a  1 2  percent  increase  in  state  fimds.  These  increases  are 
primarily  due  to: 

•  $1.8  million  in  on-going  costs  associated  with  the  transfer 
of  the  UI  Contributions  Bureau  fi-om  the  Department  of 
Revenue,  including  the  addition  of  6  FTE 

•  $3.2  million  in  statewide  present  law  adjustments 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding 

Table 

Unemployment  Insurance  Division 

Base            %  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FV  2004          P*'  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

02258  Employment  Security  Account 

$       117,917                1.7% 

$        417,917 

4.4% 

$      417,917 

4.4% 

02315  Dli  Info  Exchange/Rental 

9,696              0.1% 

9,696 

0.1% 

9,696 

0.1% 

03277  U.I.  Penalty  &  Interest 

80,658               1.2% 

- 

- 

- 

- 

03278  Ui  Penalty  &  Interest 

- 

380,658 

4.0% 

380,658 

4.0% 

03944  Ui  Supplemental  Grants 

22,985              0.3% 

- 

- 

- 

03954  Ui  Administrative  Grants 

6.664.623             96.6% 

8,663,376 

91.5% 

8,661,126 

91.5% 

Grand  Total 

$    6,895,879           100.0% 

$     9,471,647 

100.0% 

$  9,469,397 

100.0% 

The  UI  division  is  funded  with  state  special  revenue  funds  and  federal  funds.  State  special  revenue  consists  of  the 
Employment  Security  Account  (ESA)  and  information  exchange/rental  funds.  Federal  funds  are  derived  from  UI 
Administrative  Grants  of  $8.6  million  per  year  and  UI  penalty  and  interest  of  $380,658  per  year. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 


FTE 


Fiscal  2006 

General  State  Federal  Total 

Fund  Special  Special  Funds 


FTE 


General 
Fund 


-Fiscal  2007- 
Slate 
Special 


Federal 
Special 


Total 
Funds 


Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

Total  Statewide  Present  Law  Adjustments 

DP  5  -  Transfer  UI  Contributions  Bureau  from  DOR  to  DLI 

3.00  0  300,000 

DP  7  -  Unemployment  Insurance  Division  Budget  Adjustments 

3.00  0  0 


Total  Odier  Present  Law  Adjustments 

6.00  $0 

Grand  Total  All  Present  Law  Adjustments 


$300,000 


1.824,')46 

(248,759) 

(8,404) 

34,830 

$1,602,613 


1,822.877 

(248,675) 

(8,582) 

35,368 

$1,600,988 


531,213 

831,213 

3.00 

0 

300,000 

530,647 

830,647 

141,942 

141,942 

3.00 

0 

0 

141,883 

141,883 

$673,155 

$973,155 

$2,575,768 

6.00 

$0 

$300,000 

$672,530 

$972330 

$2,573,518 

Statewide  Present  Law  Adjustments 

The  net  increase  in  statewide  personal  service  costs  of  $3.2  million  is  primarily  due  to: 

•  The  transfer  of  the  UI  Contributions  Bureau  staff  from  the  Department  of  Revenue.    The  43  FTE  totaling 
$1,810,595  per  year  are  not  in  the  base  year  expenditures 

•  Annualized  2005  biennium  pay  plan 

DP  5  -  Transfer  UI  Contributions  Bureau  from  DOR  to  DLI  -  The  executive  is  proposing  additional  state  special 
revenues  of  $300,000  per  year  from  the  ESA  and  $531,000  per  year  fi-om  UI  Administrative  Grants  and  Penalty  and 
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Labor  &  Industry 
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Interest  Funds.  This  request  would  complete  the  transfer  of  the  Contributions  Bureau,  and  the  executive  states  that  no 
additional  expenditures  are  expected  in  the  future.  The  proposed  increases  include  the  following: 

•  Increased  expenditures  for  6  leased  vehicles  for  field  auditors  at  $32, 1 75  per  year 

•  Indirect  costs  of  $152,585  in  FY  2006  and  $152,415  in  FY  2007  to  support  centralized  services  in  DOLI 

•  Funding  for  3  additional  FTE:  1)  1 .00  FTE  for  computer  support  for  the  transferred  UI  staff;  and  2)  2.0  FTE  for 
ongoing  programming  on  the  MAC  UI  tax  system.  Total  personal  services  costs  are  $166,913  in  FY  2006  and 
$167,517  in  FY  2007 

•  Computer  processing  and  telephone  charges  from  the  Department  of  Administration  of  $295,000  per  year. 

•  Rental  of  non-state  building  of  $80,000  per  year 

•  Printing,  photocopying,  postage,  and  miscellaneous  office  expenditures  of  $79,500  per  year 


LFD 
COMMENT 


The  2003  legislature  passed  SB  271,  which  required  the  replacement  of  the  Process  Oriented 
Integrative  System  (POINTS)  in  the  Department  of  Revenue  (DOR),  which  was  also  housing  the 
unemployment  insurance  tax  collections  function,  with  a  new  computer  system.  SB  271  transferred 
the  function  of  collecting  unemployment  insurance  to  the  Department  of  Labor  &  Industry  (DLI), 
including  43  FTE,  and  added  a  one-time-only  appropriation  of  Reed  Act  funding  of  $2.5  million.  In  the  process  of 
conversion,  DLI  was  to  use  the  Montana  Automated  Contribution  (MAC)  UI  tax  system.  The  MAC  system  had  not 
been  used  since  November  1999,  when  the  UI  tax  collections  function  was  originally  transferred  to  DOR.  Thus, 
extensive  reprogramming  was  done,  mainly  to  account  for  the  changes  in  federal  and  state  laws,  and  for  environmental 
changes  due  to  automation.  The  UI  tax  collection  function  came  under  the  directive  of  DLI  on  July  1,  2004,  using  the 
reprogrammed  MAC  system.  The  increase  in  costs  is  essentially  due  to  losses  of  economies  of  scale  due  to  the  transfer. 


LFD 
COMMENT 


For  a  more  detailed  explanation  on  indirect  costs,  the  cost  allocation  plans,  and  the  basis  for 
assessing  indirect  costs  charged  to  each  program,  refer  to  the  discussion  on  rates  contained  in  the 
program  narrative  for  the  Commissioner's  Office  and  Centralized  Services  Division. 


DP  7  -  Unemplovment  Insurance  Division  Budget  Adjustments  -  The  executive  requests  additional  federal  fundmg 
authority  from  the  UI  Administrative  Grants  of  $141,942  in  FY  2006  and  $141,833  in  FY  2007.  This  proposal  includes 
the  following  requests: 

•  Restoration  of  per  diem  for  the  Board  of  Labor  Appeals  for  $8,000  a  year.  The  per  diem  request  equals  the  base 
year  expenditure 

•  hidirect  costs  of  $38,041  in  FY  2006  and  $38,027  in  FY  2007 

•  Funding  for  two  FTE  in  the  Claims  Processing  Center  to  serve  as  customer  service  representatives,  and 
additional  funding  for  one  FTE  as  a  collection  technician.  Total  funding  costs  approximately  $95,000  per  year 


LFD 
COMMENT 


Per  diem  is  a  zero-based  budget  item.  Base  expenditures  are  removed  fi-om  the  adjusted  base  figures 
each  biennium,  and  must  be  requested  through  a  decision  package  as  a  present  law  adjustment  to  be 
restored. 


LFD 
COMMENT 


For  a  more  detailed  explanation  on  indirect  costs,  the  cost  allocation  plans,  and  the  basis  for 
assessing  indirect  costs  charged  to  each  program,  refer  to  the  discussion  on  rates  contained  in  the 
program  narrative  for  the  Commissioner's  Office  and  Centralized  Services  Division. 


Proprietary  Rates 

Proprietary  Program  Description 

The  Department  of  Labor  and  Industry  (DLI)  collects  the  contributions  paid  by  employers,  based  on  their  industry  or 
individual  experience  rate,  to  pay  for  unemployment  insurance.  DLI  expends  the  firnds  by  paying  Unemployment 
Insurance  benefit  claims. 
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Proprietary  Revenues  and  Expenses 

The  revenues  received  in  the  proprietary  ftind  are  for  the  Unemployment  hisurance  Program  tax  collections,  federal 
reimbursement  for  claims  on  federal  employees,  military  personnel,  and  claimants  in  other  states,  and  interest  earnings  to 
the  Unemployment  Insurance  Trust  Fund.  The  expenditures  are  unemployment  insurance  benefits  paid  to  claimants 
while  unemployed,  including  federal  withholding  tax  and  child  support  payments  the  claimants  elected  to  have  taken  out 
of  the  benefit  check. 

Proprietary  Rate  Explanation 

The  Unemployment  hisurance  Division  administers  the  state  unemployment  insurance  law.  There  is  no  proprietary  rate 
but  a  collection  of  contributions,  based  upon  past  claim  history,  from  employers  that  are  then  used  to  pay  the 
unemployment  insurance  benefits  to  claimants  who  have  involuntarily  become  unemployed. 
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Fund 
6069 


Fund  Name 
Ul  Tax  Benefit  Fund 


Agency  # 
66020 


Agency  Name 
Dept.  of  LatKir  &  Industry 


Program  Name 
Unemployment  Insurance  Division 


Operating  Revenues: 

Fee  revenue 

Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Unemployment  Insurane  Contributions 
other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Benefits  (Expenses) 

Ottier  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 


Actual 
FY02 

Actual 
FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

Budgeted 
FY07 

12.200.096 

12,633,936 

11.338,624 

16,701,111 

16,701.111 

16,701,111 

59,597,829 
30,045,098 

66,346,545 
15,875,865 

67,256.743 
16,916,759 

62,000,000 
5,100,000 

63,735,100 
5,100,000 

63,735,100 
5,100,000 

101,843,023 

94,856.346 

95,512,126 

83.801,111 

85,536,211 

85,536,211 

. 

_ 

. 

. 

- 

. 

- 

- 

- 

- 

- 

101,843,023         94,858,346         95,512,126        83,801,111         85,536,211         85,536,211 


(83,775,353)  (92,496,510)  (93,881,684)  (81,323,547)  (81,889,199)  (81,889,199) 
(83,775.353)  (92,496,510)  (93.881,684)  (81.323,547)  (81,889,199)  (81,889,199) 
18,067,670  2,359,836  1,630.442  2,477,564  3,647,012  3,647.012 


(4,315.354)        (3,647,012)        (2,477,564)        (3,647,012)        (3.647,012) 

18,067,670         (1,955.518)        (2,016,570) 


177,577,026 

(72,967) 


195,571,729 

15,996 


193,632,207 
(549.930) 


191,065,707       191,065,707       191.065,707 


177,504,059       195.587,725       193,082,277       191.065.707       191.065,707       191,065,707 
195,571,729       193,632,207       191,065,707       191,065,707       191,065,707       191,065,707 


13,962,559         15,416,085         15,646,947         13.553,925         13,648.200         13,648,200 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

Fib 

20.00 

0.00 

0.00 

20.00 

0.00 

0.00 

20.00 

20.00 

Personal  Services 
Operating  Expenses 

976,246 
247,942 

241,151 
32,590 

0 
0 

1,217,397 
280,532 

240,592 
34,326 

0 
0 

1,216,838 

282,268 

2,434,235 
562,800 

Total  Costs 

$1^24,188 

$273,741 

$0 

$1,497,929 

$274,918 

$0 

$1,499,106 

$2,997,035 

General  Fund 
State/Other  Special 
Federal  Special 
Proprietary 

115,598 

648,139 

399,499 

60,952 

22,348 

170,080 

62,058 

19,255 

56,194 

(56,194) 

0 

0 

194,140 

762,025 

461,557 

80,207 

22,075 

170,563 

63,884 

18,396 

56,102 

(56,102) 

0 

0 

193,775 

762,600 

463,383 

79,348 

387,915 

1,524,625 

924,940 

159,555 

Total  Funds 

$1,224,188 

$273,741 

$0 

$1,497,929 

$274,918 

$0 

$1,499,106 

$2,997,035 

Program  Description 

The  Commissioner's  Office  and  the  Legal  and  Centralized  Services  Division  (CSD)  provide  program  direction,  legal, 
administration,  and  support  services  to  the  department.  Legal  and  Centralized  Services  provides  the  central  support 
fimctions  of  the  department  through  five  bureaus:  1)  Fiscal  Support;  2)  Technical  Services;  3)  Human  Resources;  4) 
Hearings;  and  5)  Legal  Services. 

Program  Highlights 


Commissioner's  Office/  Centralized  Services  Division 
Major  Budget  Highlights 


Most  of  the  division  budget  is  funded  by  proprietary  funds  and  is  not 

appropriated  by  the  legislature  in  HB  2 

The  increases  in  appropriated  funds  are  due  primarily  to:  increases  in 

indirect  costs  to  support  the  division  and  statewide  present  law 

adjustments 

A  Proposed  funding  switch  from  ESA  to  general  fiind  for  support  of 

the  Human  Rights  Bureau 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 
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Program  Funding 

Table 

Commissioner's  OfGce/Csd 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$      115,598 

9.4% 

$      194,140 

13.0% 

$      193,775 

12.9% 

02258  Employment  Security  Account 

203,611 

16.6% 

198.977 

13.3% 

199,277 

13.3% 

023 1 5  Dli  Info  Exchange/Rental 

1,546 

0.1% 

1,546 

0.1% 

1,546 

0.1% 

02448  Building  Codes  State  Spec  Rev 

76,763 

6.3% 

94,689 

6.3% 

96,964 

6.5% 

02455  Workers'  Comp  Regulation 

153,116 

12.5% 

191,550 

12.8% 

194,287 

13.0% 

02824  Board  Of  Medical  Examiners 

67,451 

5.5% 

81,545 

5.4% 

74,669 

5.0% 

02833  Board  Of  Nursing 

71,008 

5.8% 

94,689 

6.3% 

96,269 

6.4% 

0294 1  Uninsured  Employer  Fund 

74,644 

6.1% 

99,029 

6.6% 

99,588 

6.6% 

03122  Eeoc 

16,251 

1.3% 

20,285 

1.4% 

20,242 

1.4% 

03954  Ui  Administrative  Grants 

383,248 

31.3% 

441,272 

29.5% 

443,141 

29.6% 

06546  Commissioner's  Office/Csd 
Grand  Total 

60.952 
$   1,224,188 

5.0% 
100.0% 

80.207 
$   1,497,929 

5.4% 
100.0% 

79,348 

5.3% 
100.0% 

$    1,499,106 

The  Commissioner's  Office  and  Legal  and  Centralized  Services  Division  are  funded  from  several  different  sources: 

•  Proprietary  funding  from  the  department's  internal  cost  allocation  plan  accounts  for  5  percent  of  the 
department's  funding  (For  further  information  on  the  department's  cost  allocation  plan,  refer  to  proprietary  rates 
at  the  end  of  this  program) 

•  Federal  special  revenue  accounts  for  31  percent  of  fiinding  and  is  derived  from  the  Ul  Administration  Grants  and 
the  Equal  Employment  Opportunity  Commission 

•  State  special  revenue  comprises  55  percent  of  funding  and  is  mixtiire  of  employment  security  account  (ESA), 
Building  Codes  Bureau,  Worker's  Comp  Regulation,  Board  of  Medical  Examiners,  Board  of  Nursing,  and  the 
Uninsured  Employer  Fund 

•  General  fund  accounts  for  9  percent  of  division  funding,  and  is  used  for  expenditures  associated  with  Centralized 
Services  Division  support  of  the  Human  Rights  Bureau  in  the  Employment  Relations  Division.  This  fiinction 
was  funded  with  ESA  funds  in  the  2005  biennium 


LID 
COIMMLNT 


HB  2  only  appropriates  a  small  portion  of  the  total  expenditures  for  the  division.  The  HB  2 
appropriation  provides  spending  authority  for  the  Hearings  Bureau  and  the  Office  of  Legal  Services. 
Proprietary  fiinds  provide  66  percent  of  all  spending  authority  to  the  Commissioner's  Office 
Division,  which  is  not  appropriated  by  the  legislature. 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Present  Law  Adjustments 

Fisci 

General 
FTE                  Fund 

,1  2006  

Fiscal  2007 

State 
Special 

Federal 
Special 

Total 
Funds 

State 
Special 

Federal 
Special 

Total 
Funds 

FI'K 

General 
Fund 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

291,874 

(50,723) 

(2,307) 

6,877 

291,296 

(50,704) 

(2,295) 

7,266 

Total  Statewide  Present  Law  Adjustments 

$245,721 

$245,563 

DP  8  -  Commissioner's  Office/CSD  -  Base  Adjustment 
0.00                 2,454 

18,738 

5,565 

28,020  • 

0.00 

2,698 

18,959 

6,266 

29,355  * 

Total  Other  Present  Law  Adjustments 

0.00               $2,454 

$18,738 

$5365 

$28,020  * 

0.00 

$2,698 

$18,959 

$6,266 

$29355  * 

Grand  Total  All  Present  Law  Adjustments 

$273,741  * 

$274,918* 

DP  8  -  Commissioner's  Office/CSD  -  Base  Adjustment  -  The  executive  requests  $28,020  in  FY  2006  and  $29,335  in  FY 
2007  for  an  increase  in  indirect  costs  to  support  the  Centrahzed  Services  Division.  The  funding  sources  for  this  request 
include  all  sources  of  funding  appropriated  in  HB  2  for  the  division. 


LFD 
COMMENT 


For  a  more  detailed  explanation  on  indirect  costs,  the  cost  allocation  plans,  and  the  basis  for 
assessing  indirect  costs  charged  to  each  program,  refer  to  the  discussion  on  rates  contained  in  the 
program  narrative  at  the  end  of  this  program. 


New  Proposals 

New  Proposals 

General 
Program        FTE                  Fund 

-Fiscal  2006 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

.    Fi«rfll  7007    

State 
Special 

Federal 
Special 

Total 
Funds 

DP  3  -  General  Fund/ESA  Fund  Switch 
03                      0.00                56,194 

Total                           0.00                $56,194 

(56,194) 
($56,194) 

0 
$0 

0 

$0 

0.00 
0.00 

56,102 

$56,102 

(56,102) 
($56,102) 

0 
$0 

0 
$0 

DP  3  -  General  Fund/ESA  Fund  Switch  -  DP  3  -  General  Fund/ESA  Fund  Switch  -  The  executive  requests  restoring 
general  fund  of  $56,000  per  year  to  the  Human  Rights  Bureau.  General  fiind  was  replaced  in  the  2003  legislative  session 
with  ESA  funding  as  a  one-time  only  funding  switch  in  the  Human  Rights  Bureau. 


LFD 
COMMENT 


For  additional  information  on  ESA  and  Reed  Act  fiinding,  please  see  the  program  narrative  in  the 
combined  agency  program. 


Proprietary  Rates 

Proprietary  Program  Description 

Cost  Allocation  Plan  (CAP)  -  The  Commissioner's  Office  and  Centralized  Services  Division  are  funded  through  a  cost 
allocation  plan  under  which  the  other  divisions  in  the  department  are  assessed  a  percentage  of  their  personal  services 
costs  to  support  centralized  functions. 

Technical  Services  Bureau-  The  bureau  recovers  costs  for  services  to  provide  traffic  control  of  data  input,  jobs  for  the 
mainframe  computer  system,  and  report  output. 

Hearings  Bureau-  The  bureau  is  responsible  for  providing  administrative  hearings  to  the  Business  Standards  Division's 

boards  and  the  Building  Codes  Bureau. 
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Proprietary  Revenues  and  Expenses 

There  are  no  changes  in  projected  services  from  the  2005  biennium.  The  goal  of  the  program  is  to  assess  costs  of 
centraHzed  functions  equitably  to  all  divisions  to  keep  fees  commensurate  with  costs  while  maintaining  a  60-day 
working  capital. 

Proprietary  Rate  Explanation 

Cost  Allocation  Plan-  The  CAP  rate  is  determined  by  dividing  projected  non-CAP  personal  services  expenditures  by  the 
projected  costs  of  providing  centralized  services. 

Technical  Services  Bureau-  Users  are  directly  charged  for  the  services  received  and  are  billed  quarterly.  Charges  are 
estimated  during  the  budget  submission  process,  and  actual  costs  incurred  are  charges  to  the  appropriate  division^ureau. 

Hearings  Bureau-  Attorneys  and  legal  assistants  charge  their  time  based  on  hourly  rates. 
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1   Fund 

Fund  Name 

Agency  # 

Agency  Name 

Program  Name 

6546 

Commissionei's  Office/CSD 

6547 

L/CSD  -  Direct  Charge 

66C20 

Dept.  of  Labor  &  Industry 

Commissioner's  Office/CSD 

6574 

BSD  Hearings 

Operating  Revenues: 

Fee  revenue 
Cost  Aiiocation  Pian  {CAP)-Nonfederal 
Cost  Aiiocation  Pian  (CAP)-Federal 
Revenue  from  Fee  C 
Revenue  from  Fee  D 
Revenue  from  Fee  E 
Revenue  from  Fee  F 

Net  Fee  Revenue 
investment  Earnings 
Securities  Lending  income 
Premiums 
Oilier  Operating  Revenues 

Total  operating  Revenue 

Operating  Expenses: 

Personal  Services 
Ottier  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperatlng  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  indirect  Cost  Recoveries 
other  Nonoperatlng  Revenues  (Expenses) 
Net  Nonoperatlng  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 


Actual 
FY02 


(236,937) 

327,637 
60.541 
10.947 


Actual 
FY03 


Actual          Budgeted        Budgeted       Budgeted 
FY04  FY05  FY06 FY07 


(846.344)  1.068,785        1,288,725         1,500,543        1,771,780        1,700,370 

1,868,635  1,091,891  968,250  977,662  852,662  852.662 


1.022.291 

2,160.676 

2,256,975 

2,478,205 

2,624,442 

2,553,032 

1,195,050 

- 

113 

985 

985 

985 

2,044,582 

4,321,352 

2,257,088 

2,479.190 

2,625,427 

2,554,017 

1,690,810 
584,332 

1,723,180 
479,354 

1,744,439 
521.712 

1,796,026 
533,155 

1,886,220 
739,207 

1 ,889,062 
664,955 

2,275,142  2,202,534       2,266,151         2,329.181        2,625,427       2,554,017 

(230,560)  2,118,818  (9,063)  150,009 

(6,377)  -  (1,768) 


(6,377)  -  (1,768) 

(236,937)  2,118,818  (10,831)  150,009 

(8,136) 


2.110.682 

334.947 
19.026 


(10.831) 
303.979 


150.009 
293.148 


443.157 


443,157 


399.125 

353,973 

303,979 

293,148 

443,157 

443,157 

162,188 

2,464,655 

293,148 

443,157 

443,157 

443,157 

379,190 

367,089 

377,692 

388,197 

437,571 

425.670 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

116.50 

(0.15) 

0.00 

116.35 

(0.15) 

0.00 

116.35 

116.35 

Personal  Services 
Operating  Expenses 
Equipment 
Benefits  &  Claims 

5,271,367 

2,396,068 

28,281 

187,064 

140,445 

133,618 

0 

0 

0 
0 
0 
0 

5,411,812 

2,529,686 

28,281 

187,064 

137,758 

103,755 

0 

0 

0 
0 
0 
0 

5,409,125 

2,499,823 

28,281 

187,064 

10,820,937 

5,029,509 

56,562 

374,128 

Total  Costs 

$7,882,780 

$274,063 

$0 

$8,156,843 

$241313 

$0 

$8,124,293 

$16,281,136 

General  Fund 
State/Other  Special 
Federal  Special 

652,774 

6,599,569 

630,437 

10,579 

258,009 

5,475 

193,506 

(193,506) 

0 

856,859 

6,664,072 

635,912 

12,192 

221,688 

7,633 

192,090 

(192,090) 

0 

857,056 

6,629,167 

638,070 

1,713,915 

13,293,239 

1,273,982 

Total  Funds 

$7,882,780 

$274,063 

$0 

$8,156,843 

$241313 

$0 

$8,124,293 

$16,281,136 

Program  Description 

The  Employment  Relations  Division  (ERD)  provides  five  service  areas: 

The  Workers'  Compensation  (WC)  Regulation  Bureau  regulates  WC  insurance  coverage  requirements,  policy 

compliance,  medical  regulations,  contractor  registration,  and  independent  contractor  exemptions 

The  WC  Claims  Assistance  Bureau  assists  organizations  and  individuals  to  arrive  at  early,  less  expensive 

settlements  of  their  disputes  and  provides  management  information  on  the  workers'  compensation  system 

The  Labor  Standards  Bureau  (and  administratively  attached  Board  of  Personnel  Appeals)  enforces  state  and 

federal  labor  laws  related  to  the  payment  of  wages,  and  provides  collective  bargaining  mediation 

The  Safety  Bureau  administers  federal  and  state  industrial  safety  laws 

The  Human  Rights  Bureau  (and  administratively  attached  Human  Rights  Commission)  enforces  the  Montana 

Human  Rights  Act  and  Governmental  Code  of  Fair  Practices  through  investigations,  conciliation,  hearings,  and 

education 


Program  Highlights 


Employment  Relations  Division 
Major  Budget  Highlights 


A  funding  switch  from  state  special  revenues  (ESA)  to  general  fund  of 
$193,000  per  year  is  proposed  for  the  Human  Rights  Bureau 
Other  increases  are  primarily  due  to: 

•  Increased   costs   of  debt   collection   in   the   Uninsured 
Employers'  Fund 

•  Increased     indirect     costs     to     support     administrative 
functions 

•  A  one-time-only  request  to  update  a  new  medical  fee 
schedule 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding 

Table 

Employment  Relations  Div 

Base            %  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004          FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$      652,774              8.3% 

$       856,859 

10.5% 

$     857,056 

10.5% 

02236  Industrial  Accident  Rehab 

42,673              0.5% 

20,582 

0.3% 

18,631 

0.2% 

02258  Employment  Security  Account 

1,063,291             13.5% 

958,279 

11.7% 

960,706 

11.8% 

02263  Subsequent  Injury  Admin 

30,361               0.4% 

30,564 

0.4% 

30,654 

0.4% 

023 1 5  Dli  Info  Exchange/Rental 

8,801               0.1% 

- 

- 

- 

- 

02346  Contractor  Registration 

319,488              4.1% 

324,941 

4.0% 

325,422 

4.0% 

02455  Workers'  Comp  Regulation 

4,325,739             54.9% 

4,408,218 

54.0% 

4,370,467 

53.8% 

02941  Uninsured  Employer  Fund 

809,216             10.3% 

921,488 

11.3% 

923,287 

11.4% 

03122  Eeoc 

97,363               1.2% 

103,363 

1.3% 

103,363 

1.3% 

03130  Coal  Mine  Safety 

119,598               1.5% 

119,531 

1.5% 

119,997 

1.5% 

03195  On-Site  Consultation 

413.476              5.2% 

413,018 

5.1% 

414,710 

5.1% 

Grand  Total 

$   7,882,780           100.0% 

$    8,156,843 

100.0% 

$  8,124,293 

100.0% 

The  five  ERD  services  areas  are  funded  with  several  sources  of  funds: 

•  General  fiind  supports  a  portion  of  the  Human  Rights  Bureau  and  the  Silicosis  and  Social  Security  Benefit 
program,  accounting  for  8  percent  of  divisional  fimding 

•  State  special  revenue  funds  account  for  84  percent  of  total  funding  within  the  division,  being  comprised  of: 
Industrial  Accident  Rehab,  which  provides  retraining  benefits  to  injured  workers;  Employment  Secimty 
Account,  which  funded  a  portion  of  the  Human  Rights  Bureau  in  the  2005  biennium;  Uninsured  Employer  Fimd, 
which  provides  benefits  payments  to  injured  workers;  Workers  Comp  Regulation;  and  fees  paid  for  the 
independent  contractor  exemption  and  contractor  registration 

•  Federal  funding  comprises  8  percent  of  total  funding  for  the  division  and  is  derived  fi-om  coal  mine  safety,  on- 
site  consultation,  and  the  equal  employment  opportunity  account 

•  Proprietary  funds  fi-om  the  Subsequent  Injury  Account  provide  benefits  to  assist  disabled  individuals  in 
becoming  employed  by  offering  financial  incentives  to  those  employers  who  hire  them  and  account  for  less  than 
1  percent  of  total  funding  for  ERD 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Present  Law  Adjustments 

Fiscal  2006 

General               State 

Federal 

Total 

„ 

Fiscal  2007 

State 

Federal 

Total 

General 

FTE                 Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

361,661 

(225,324) 

(35,158) 

(32.511) 

358,827 

(225,205) 

(34,566) 

(31,379) 

Total  Statewide  Present  Law  Adjustments 

$68,668 

$67,677 

DP  1  -  Statewide  FTE  Reduction 

(0.15)              (8,492) 
DP  9  -  Employment  Relations  Div  -  Base  Adjustment 

0.00                 5,053 
DP  10  -  One-Time-Only  contract  with  INGENIX 

0.00                        0 

0 

149,932 
50,000 

0 

8,902 
0 

(8,492) 

163,887 

50,000 

(0.15) 
0.00 
0.00 

(8,464) 

6,723 

0 

0 

165,628 

0 

0 

9,949 

0 

(8,464) 

182,300 

0 

Total  Other  Present  Law  Adjustments 

(O.IS)            ($3,439) 

$199,932 

$8,902 

$205395 

(0.15) 

($1,741) 

$165,628 

$9,949 

$173,836 

Grand  Total  All  Present  Law  Adjustments 

$274,063 

$241,513 

DP  1  -  Statewide  FTE  Reduction  -  A  reduction  of  $8,400  general  fund  per  year  is  requested  to  permanently  eliminate 
0.15  FTE  from  the  Employment  Relations  Division. 

The  elimination  of  this  0.15  FTE  is  part  of  the  statewide  FTE  reduction  proposal  by  the  Governor  to  make  permanent  a 
personal  services  reduction  made  by  the  2003  legislature. 


LFD 
COMMENT 


For  a  further  discussion  on  statewide  FTE  reductions,  see  Volume  1  of  the  LFD  Budget  Analysis. 


DP  9  -  Employment  Relations  Div  -  Base  Adjustment  -  The  executive  requests  a  mixture  of  general  fund,  state  special, 
and  federal  special  revenue  authority  for  the  following: 

•  Restoring  of  per  diem  expenses  for  two  boards  (Board  of  Personnel  Appeals,  and  Human  Rights  Commission) 
for  $12,600  per  year.  The  base  year  expenditure  is  $4,850;  historically  the  amount  of  the  appropriation  has  been 
consistent  with  this  request 

•  Funding  authority  increases  for  the  agency's  indirect  cost  allocation  plan  of  $45, 1 89  in  FY  2006,  and  $60, 1 22  in 
FY  2007 

•  Debt  collection  cost  for  the  uninsured  employers'  fund  (UEF)  of  $100,000  per  year.  Funding  is  from  UEF 


LFD 
COMMENT 


The  Uninsured  Employer's  Fund  (UEF)  is  a  proprietary  fund  created  to  ensure  benefit  payments  are 
made  to  any  employee  injured  while  on  the  job,  working  for  an  uninsured  employer.  The  purpose  of 
the  fund  is  to  protect  employees  by  providing  benefits  in  the  same  manner  as  if  the  employer  was 
insured  with  workers'  compensation. 


All  benefits  paid  to  the  injured  worker  are  assessed  to  the  uninsured  employer  as  penalties  and  could  be  assessed  up  to 
double  the  normal  premium  for  workers'  compensation. 
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III) 

COMlMKNI 

COM. 


The  problem  encountered  with  the  UEF  is  when  benefits  are  paid  to  the  injured  worker  and  the 
employer  does  not  comply  with  the  request  for  payments  assessed  from  the  UEF.  The  ERD  starts 
collection  proceedings  for  60  days  and  if  there  are  no  results,  turns  the  account  over  for  professional 
collections.    ERD  entered  into  a  contract  with  a  new  collection  agency  (GS  Services).    Who  will 

begin  collections  on  outstanding  debt  on  November  15,  2004.  In  the  past  several  years,  previous  collections  amounted 

to  less  than  1 5  percent  of  all  debt  turned  over  for  collections 

GS  Services  will  start  with  an  account  receivables  balance  of  $7.9  million  in  imcollected  receivables  and  UEF  is 
anticipating  a  more  aggressive  collection  strategy  from  GS  Services.  The  executive  is  proposing  an  increase  in  funding 
authority  to  ensure  enough  appropriation  is  granted  to  meet  the  cost  of  collections.  The  costs  of  collections  is  a  20 
percent  assessment  charged  on  all  outstanding  accounts  receivables  collected  by  GS  Services. 


LID 
COMMENT 


Per  diem  is  a  zero-based  budget  item.  Base  expenditures  are  removed  from  the  adjusted  base  figures 
each  biennium,  and  must  be  requested  through  a  decision  package  as  a  present  law  adjustment  to  be 
restored. 


LID 
COMMENT 


For  a  more  detailed  explanation  on  indirect  costs,  the  cost  allocation  plans,  and  the  basis  for 
assessing  indirect  costs  charged  to  each  program,  refer  to  the  discussion  on  rates  contained  in  the 
program  narrative  for  the  Commissioner's  Office  and  Centralized  Services  Division. 


DP  10  -  One-Time-Onlv  contract  with  INGENDC  -  The  executive  requests  a  one-time-only  appropriation  of  $50,000 
from  the  Workers'  Comp  Regulation  fund  in  FY  2006  to  update  a  new  medical  fee  schedule,  which  is  used  as  the  basis 
for  Medicare  and  Medicaid  reimbursements. 


New  Proposals 

New  Proposals 

General 
Program                h  1  b                  Fund 

-i.-rnl  fC\Of, 

-Floral  ■>007    -    - 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  2  -  General  Fund/ESA  Fund  Switch 

04              0.00              193,506 

Total              0.00           $193,506 

(193,506) 

($193,506) 

0 

$0 

0 

$0 

0.00 

0.00 

192.090 
$192,090 

(192,090) 
($192,090) 

0 

$0 

0 
$0 

DP  2  -  General  Fund/ESA  Fund  Switch  -  The  executive  requests  restoring  general  fiind  of  $193,506  in  FY  2006  and 
$192,090  in  FY  2007  for  the  Human  Rights  Bureau.  General  fund  was  replaced  with  state  special  revenue  (Employment 
Security  Account)  in  the  2003  legislative  session  as  a  one-time-only  funding  switch  in  the  Human  Rights  Bureau. 


LID 

COM  MEN  I 


For  additional  information  on  ESA  and  Reed  Act  funding,  please  see  the  program  narrative  in  the 
combined  agency  program 
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Proprietary  Rates 

Proprietary  Program  Description 

The  Subsequent  Injury  Fund  was  established  in  1973  to  assist  disabled  persons  in  becoming  employed  by  offering  a 
fmancial  incentive  to  the  employers  who  hire  them.  The  incentive  has  a  limit  of  104  weeks  of  benefits  paid  by  the 
employee's  workers'  compensation  carrier  in  the  event  of  an  on-the-job  injury  to  the  certified  employee,  thus  minimizing 
workers'  compensation  expenses.  Beginning  July  1,  1999,  the  fund  is  maintained  by  annual  assessment  of  all  Montana 
Workers'  compensation  insurers,  including  self-insured  employers,  private  insurers,  and  the  State  Fund.  The  asset 
balance  is  maintained  at  approximately  $1,700,000  to  provide  an  operating  balance  for  payment  of  benefits  and 
administrative  costs. 

Proprietary  Revenues  and  Expenses 

Beginning  July  1,  1999,  the  fund  is  maintained  by  an  annual  assessment  on  all  workers'  compensation  policyholders, 
which  is  collected  by  all  Montana  workers'  compensation  insurers.  The  assessment  is  statutorily  set  (Title  39-71-915 
MCA)  at  the  amount  expended  by  the  fund  for  the  benefit  payments  plus  the  cost  of  administration  in  the  previous 
calendar  year,  less  other  income.  The  assessment  is  allocated  among  Plan  1 ,  Plan  2,  and  Plan  3  insurers  based  on  their 
compensation  and  medical  payments  for  the  previous  calendar  year.  Thus,  any  rate  beyond  one  year  into  the  fixture  is  an 
unknown,  and  based  solely  on  the  insured's  current  year's  use. 

Proprietary  Rate  Explanation 

The  assessment  for  the  Subsequent  Injury  Fund  is  allocated  among  insurers  based  on  their  compensation  and  medical 
payments  for  the  previous  calendar  year  per  39-71  -91 5,  MCA. 
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2007  Biennium  Report  on 

Internal  Service  and  Enterprise  Funds  2007 

Budgeted 
FY07 

Fund                   Fund  Name                  Agency  # 
6040     Subsequent  Injury-Tnjst  Fund      66020 

Agency  Name 
Depl.  of  Labor  &  Industry 

Program  Name 
Employment  Relations  Division 

Actual 
FY02 

Actual 
FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

Operating  Revenues: 

Fee  revenue 
Subsequent  Injury  Fund  Assessment 
Revenue  from  Fee  B 
Revenue  from  Fee  C 
Revenue  from  Fee  D 
Revenue  from  Fee  E 
Revenue  from  Fee  F 

101,045 

8.622 

72,075 

94,100 

48,700 

48,700 

Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

101.045 

141.382 

17.879 

8.622 

144.619 

10.935 

72.075 
11,270 
4,658 

334 

94,100 
4,610 
4,600 

400 

48,700 
4,610 
4,600 

400 

48,700 
4,610 
4,600 

400 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 

Other  Operating  Expenses 

260.306 
(370,220) 

164.176 
521,804 

88,337 
176,657 

103,710 
250,309 

58,310 
172,558 

58.310 
172.558 

Total  Operating  Expenses 
Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 

(370.220) 
630,526 

521.804 
(357,628) 

176.657 
(88,320) 

250.309 
(146,599) 

172,558 
(114.248) 

172.558 
(114,248) 

Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 

Operating  Transfers  In  (Note  13) 

Operating  Transfers  Out  (Note  13) 

630,526 
(33,203) 

(357.628) 
(35,072) 

(88,320) 
(28,877) 

(146,599) 
(33,203) 

(114,248) 
(28,877) 

(114.248) 
(28,877) 

Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 

597,323 
(614,196) 

(614,196) 

(392.700) 
(16.873) 

(16.873) 

(117.197) 
(409,573) 

(409,573) 

(179,802) 
(526,770) 

(526,770) 

(143.125) 
(706.972) 

(706.972) 

(143.125) 
(850.097) 

(850.097) 

Net  Assets 

-  June  30 

(16,873) 

(409,573) 

(526,770) 

(706,572) 

(850,097) 

(993.222) 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 

(61,703) 

86.967 

29,443 

41,718 

28.760 

28.760 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

109.03 

0.00 

3.00 

109.03 

0.00 

0.00 

109.03 

109.03 

Personal  Services 

Operating  Expenses 

Equipment 

Grants 

Benefits  &  Claims 

4,528,538 

5,295,151 

243,845 

9,519 

0 

523,880 

1,140,502 

39,000 

0 

0 

0 
0 
0 
0 
0 

5,052,418 

6,435,653 

282,845 

9,519 

0 

530,694 

1,209,056 

35,000 

0 

0 

0 
0 
0 
0 
0 

5,059,232 

6,504,207 

278,845 

9,519 

0 

10,111,650 

12,939,860 

561,690 

19,038 

0 

Transfers 

0 

0 

0 

0 

0 

0 

0 

0 

Total  Costs 

$10,077,053 

$1,703382 

$0 

$11,780,435 

$1,774,750 

$0 

$11,851,803 

$23,632,238 

State/Other  Special 
Proprietary 

10,076,960 
93 

1,703,475 
(93) 

0 
0 

11,780,435 
0 

1,774,843 
(93) 

0 
0 

11,851,803 
0 

23,632,238 
0 

Total  Funds 

$10,077,053 

$1,703382 

$0 

$11,780,435 

$1,774,750 

$0 

$11,851,803 

$23,632,238 

Program  Description 

The  Business  Standards  Division  consists  of  four  bureaus: 

•  The  Building  Codes  Bureau  (BCB)  establishes  and  enforces  minimum  building,  plumbing,  mechanical, 
electrical,  energy,  elevator  and  boiler  codes  for  use  throughout  Montana,  including  factory-built  buildings  and 
approves  and  certifies  local  government  code  enforcement  programs  to  utilize  codes  adopted  by  the  bureau.  The 
BCB  also  assists  the  Board  of  Plumbers  and  State  Electrical  Board  with  license  law  enforcement  by  checking  for 
proper  licensing  when  inspecting  projects  for  code  compliance 

•  The  Weights  &  Measures  Bureau  (WMB)  is  responsible  for  licensing,  inspecting,  testing  and  certifying  all 
weighing  and  measuring  devices  used  in  making  commercial  transactions  in  Montana.  The  WMB  also  enforces 
laws  and  regulations  pertaining  to  the  quality  control  of  prepackaged  goods,  the  quality  control  of  petroleum 
products,  and  responsibility  for  maintaining  the  state  standards  of  mass  and  volume,  applied  when  calibrating 
other  mass  and  volume  standards,  used  in  testing  commercial  devices 

•  The  Health  Care  Licensing  Bureau  (HCLB)  provides  administrative,  clerical  and  compliance  support  for  19 
licensing  boards  and  one  program,  which  licenses  professionals  and  individuals  working  in  the  health  care  field. 
The  licensing  boards  and  program  in  HCLB  include  118  board  members  and  6  advisory  counsel  members 
appointed  by  the  Governor 

•  The  Business  &  Occupational  Licensing  Bureau  (BOLB)  provides  administrative,  clerical,  and  compliance 
support  for  1 3  licensing  boards  and  four  licensing  programs  that  license  professionals  and  individuals  working  in 
non-health-care-related  professions  and  occupations. 
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Program  Highlights 


Business  Standards  Division 
Major  Budget  Highlights 


•     Increases  of  $3.4  million  in  state  special  revenue  are  primarily  due  to 
the  following: 

•  Indirect  costs  and  recharges  add  $1 .4  million 

•  Statewide  present  law  adjustments  add  $740,000  over  the 
biennium 

•  Continuation  of  legal  contingency  fund  is  $70,000  per 
year 

•  Increase  of  professional  services  for  $290,000  over  the 
biennium 

•  Increased  travel  and  restoring  per  diem  costs  for  the  four 
bureaus  add  $552,000  over  the  biennium 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  bienniimi  as  recommended  by 
the  Governor. 
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Program  Funding 

Table 

Business  Standards  Division 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

02034  Earmarked  Alcohol  Funds 

$         25,243 

0.3% 

$        35,905 

0.3% 

$        35,466 

0.3% 

02078  Occupational  Therapists 

34,565 

0.3% 

43,070 

0.4% 

43,145 

0.4% 

02079  Fire  Protection  &  Permitting 

26,924 

0.3% 

22,109 

0.2% 

19,013 

0.2% 

02109  Board  Of  Outfitters 

418,559 

4.2% 

419,614 

3.6% 

420,883 

3.6% 

02155  Boiler.Blaster.Crane  Licensing 

191,109 

1.9% 

212,994 

1.8% 

212,766 

1.8% 

02 160  Legal  Contingency  Fund 

- 

- 

70,000 

0.6% 

70.000 

0.6% 

02359  Chemical  Dependency  Counselors 

73,185 

0.7% 

50,635 

0.4% 

51,426 

0.4% 

02446  Board  Of  Psychologist  Exam 

66,902 

0.7% 

67,251 

0.6% 

67,257 

0.6% 

02448  Building  Codes  State  Spec  Rev 

3,798,238 

37.7% 

4,166,374 

35.4% 

4,192,266 

35.4% 

02805  Weights  &  Measures  Bureau 

730,464 

7.2% 

838,409 

7.1% 

838,623 

7.1% 

02808  Board  Of  Landscape  Architects 

55,825 

0.6% 

63,040 

0,5% 

63,813 

0.5% 

02809  Board  Of  Speech  Pathologists 

31,368 

0.3% 

39,926 

0.3% 

40.213 

0.3% 

02810  Bd  Of  Radiologic  Technologists 

65,725 

0.7% 

92.595 

0.8% 

93,415 

0.8% 

0281 1  Clinical  Lab  Science  PracL 

39,796 

0.4% 

65.196 

0.6% 

65.078 

0.5% 

02812  Physical  Therapists 

36,332 

0.4% 

91,938 

0.8% 

92,836 

0.8% 

02813  Bd  Of  Nursing  Home  Admin 

41,776 

0.4% 

60,612 

0.5% 

60,817 

0.5% 

02814  Bd  Of  Hearing  Aid  Dispensers 

31,381 

0.3% 

39,286 

0.3% 

39,494 

0.3% 

02815  Board  Of  Public  Accountants 

292,073 

2.9% 

323,143 

2.7% 

326,354 

2.8% 

02816  Board  Of  Sanitarians 

11,488 

0.1% 

16,797 

0.1% 

15,277 

0,1% 

02818  Electrical  Board 

250,027 

2.5% 

285,383 

2.4% 

286,621 

2,4% 

02819  Board  Of  Realty  Regulations 

505,806 

5.0% 

632,672 

5.4% 

636,254 

5,4% 

02820  Board  Of  Architects 

88,933 

0.9% 

111,532 

0,9% 

111,393 

0,9% 

02821  Board  Of  Funeral  Service 

53,477 

0.5% 

68.827 

0.6% 

68,536 

0.6% 

02822  Board  Of  Chiropractors 

64,695 

0.6% 

82,948 

0.7% 

82,963 

0.7% 

02823  Professional  Engineers 

271,094 

2.7% 

289,837 

2.5% 

291,219 

2.5% 

02824  Board  Of  Medical  Examiners 

619,876 

6.2% 

747,665 

6.3% 

754,357 

6.4% 

02826  Cosmetology  Board 

375,900 

3.7% 

425,955 

3.6% 

428,944 

3.6% 

02828  Board  Of  Plumbers 

151,607 

1.5% 

181,480 

1.5% 

181,373 

1.5% 

02829  Private  Investigator 

96,275 

1.0% 

125,699 

1.1% 

127,289 

1.1% 

02830  Board  Of  Dentistry 

171,226 

1.7% 

171,176 

1.5% 

171,692 

1.4% 

02831  Board  Of  Optometrists 

37,650 

0.4% 

50,136 

0.4% 

49,313 

0.4% 

02832  Board  Of  Pharmacy 

313,557 

3.1% 

493,392 

4.2% 

499,720 

4.2% 

02833  Board  Of  Nursing 

681,867 

6.8% 

848,423 

7.2% 

862,273 

7.3% 

02834  Board  Of  Veterinarians 

52,702 

0.5% 

117,144 

1.0% 

118,150 

10% 

02835  Board  Of  Barbers 

16,984 

0.2% 

- 

02840  Board  Of  Social  Workers 

100,068 

1.0% 

107,273 

0.9% 

108,149 

0.9% 

02841  Board  Of  Athletics 

57,952 

0.6% 

80,193 

0.7% 

84,162 

0.7% 

02852  Bd.  Of  Alternative  Health  Care 

31,780 

0.3% 

53,021 

0.5% 

52,861 

0.4% 

02854  Bd.  Of  Real  Estate  Appraisers 

140,122 

1.4% 

151,809 

1.3% 

151,149 

1.3% 

02855  Bd  Of  Respiratory  Care 

24,409 

0.2% 

36,976 

0.3% 

37,243 

0.3% 

06552  Admin  Services 
Grand  Total 

93 
$  10,077,053 

0.0% 
100.0% 

. 

. 

$11,780,435 

100.0% 

$11,851,803 

100.0% 

The  Business  Standards  Division  is  funded  exclusively  with  state  special  revenue.  There  are  currently  41  different  state 
special  revenue  funds  accounting  for  40  different  business  organizations  and  one  statutorily  appropriated  funding  source; 
the  alcohol  tax.  These  41  different  funds  encompass  the  4  bureaus  in  the  Business  Standards  Division.  The  bureaus  are: 

•  Building  Codes  Bureau,  which  is  funded  from  inspection  fees  deposited  into  the  building  codes  state  special 
revenue  fund 

•  Weights  and  Measures  Bureau,  which  derives  revenue  primarily  from  annual  license  fees  levied  against  all 
commercial  weighing  or  measuring  devices,  including  scales  or  gas  pumps  certified  by  the  bureau 

•  Health  Care  Licensing  Bureau,  which  is  funded  with  state  special  revenue  from  the  licensing  boards  and 
programs  it  oversees 

•  Business  and  Occupational  Licensing  Bureau,  which  is  funded  with  state  special  revenue  from  the  licensing 
boards  and  programs  it  oversees 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Present  Law  Adjustments 

--   I 

-i«ral  yOOl    .    — 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

578,791 

581,563 

Vacancy  Savings 
Inflation/Deflation 

(204,291) 
(18,267) 

(204,399) 
(18,144) 

Fixed  Costs 

8,472 

15,910 

Total  SUtewlde  Present  Law  Adjustments 

$364,705 

$374,930 

DP  1 1  -  Health  Caie  Licensing  Bureau  -  Base  Adj. 
0.00                      0 

585.929 

0 

585,929 

0.00 

0 

613,901 

0 

613.901 

DP  12  -  Business  &  Occupational  Licensing  Bureau 
0.00                      0 

-Base  Adj 

464,011 

0 

464,011 

0.00 

0 

478,897 

0 

478,897 

DP  1 3  -  Building  Codes  Bureau  -  Base  Adj. 

0.00                        0 

137.181 

0 

137,181 

0.00 

0 

157,210 

0 

157,210 

DP  14  -  Weights  &  Measures  Bureau  -  Base  Adj. 
0.00                      0 

81.556 

0 

81,556 

0.00 

0 

79,812 

0 

79,812 

DP  1 8  -  Legal  Contingency  Fund 

0.00                      0 

70,000 

0 

70,000 

0.00 

0 

70,000 

0 

70.000 

Total  Other  Present  Law  Adjustments 

0.00                    $0 

$U38,677 

$0 

$1338,677 

0.00 

$0 

$1399,820 

$0 

$1399,820 

Grand  Total  All  Present  Law  Adjustments 

$1,703,382 

$1,774,750 

Statewide  Present  Law  Adjustments 

The  increases  in  statewide  personal  services  present  law  adjustments  consist  of  the  following: 

•  9.50  FTE's  positions  vacant  at  least  six  months  during  the  base  year 

•  Annualized  2005  biennium  pay  plan 

DP  1 1  -  Health  Care  Licensing  Bureau  -  Base  Adj.  -  The  executive  requests  additional  increases  in  state  special  revenue 
authority  of  $585,929  in  FY  2006  and  $613,901  in  FY  2007,  for  the  following  items: 

•  Restore  per  diem  of  $86,800  m  FY  2006  and  $89,500  in  FY  2007.    The  requested  amount  for  per  diem  is 
approximately  $30,000  over  base  year  expenditures 

•  Add  indirect  costs  and  recharges  of  $289,425  in  FY  2006  and  $328,635  in  FY  2007  to  support  centralized 
services  division 

•  Add  contracted  professional  services  of  $105,240  in  FY  2006  and  $102,302  in  FY  2007 

•  Provide  additional  travel  for  board  members  of  $76,228  per  year.    In  the  Health  Care  Licensing  Bureau,  1 1 
different  boards  request  attending  regional  and  national  regulatory  meetings 

DP  1 2  -  Business  &  Occupational  Licensing  Bureau-Base  Adj  -  The  executive  is  proposing  additional  increases  in  state 
special  revenue  authority  of  $464,01 1  in  FY  2006  and  $478,897  in  FY  2007  for  the  following  items: 

•  Restoration  of  per  diem  of  $46,050  in  FY  2006  and  $47,500  in  FY  2007.  The  requested  amount  for  per  diem  is 
approximately  $10,000  over  base  year  expenditures 

•  Additional  indirect  costs  and  recharges  of  $29 1 ,025  in  FY  2006  and  $32 1 ,6 1 0  in  FY  2007  to  support  centralized 
services  division 

•  Restore  overtime  of  $16,530  per  year.  The  request  for  overtime  is  consistent  with  past  years 

•  Additional  travel  for  board  members  of  $37,580  per  year 

•  Contracted  professional  services  of  $40,646  in  FY  2006  and  $41,147  in  FY  2007 
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LFD 
COMMENT 


Overtime  and  per  diem  are  zero-based  expenditure  items  that  are  removed  from  the  adjusted  base  and 
must  be  requested  in  a  decision  package  under  a  present  law  adjustment  to  be  restored. 


DP  1 3  -  Building  Codes  Bureau  -  Base  Adi .  -  The  executive  requests  additional  state  special  revenue  authority  from  the 
building  codes  fund  account  for  the  following  items: 

•  Indirect  costs  and  recharges  of  $72,008  in  FY  2006  and  $90,537  in  FY  2007 

•  Information  technology  increases  in  server  database  of  $16,000  per  year,  and  connectivity  charges  for  bureau 
staff  of  $20,175  per  year 

•  Lodging,  meals,  and  gasoline  for  $27,498  a  year.    The  additional  requests  in  the  program  are  due  to  2.2  FTE 
vacant  in  the  base  year 

DP  14  -  Weights  &  Measures  Bureau  -  Base  Adi.  -  The  executive  requests  additional  state  special  revenue  from  the 
weights  and  measures  fund  account  for  the  following  items: 

•  Indirect  costs  and  recharges  of  $12,655  in  FY  2006  and  $14,250  in  FY  2007 

•  Building  lease  for  the  Weights  and  Measures  Lab  for  $16,173  in  FY  2006  and  $16,834  in  FY  2007.  The  old 
building  lease  expired  in  FY  2004  and  the  agency  signed  a  new  lease  for  a  different  building 

•  Purchase  of  one  pickup  truck  in  FY  2006  for  $23,000  and  two  van  bodies  for  $16,000.  In  FY  2007  replace  one 
service  truck,  van  body,  hoist,  and  weight  carts  for  $35,000.  The  bureau's  replacement  cycle  replaces  vehicles 
after  100,000  miles  of  use.  The  two  existing  vehicles  will  have  approximately  125,000  miles  at  the  time  of 
replacement 


LID 
COMMENT 


For  a  more  detailed  explanation  on  indirect  costs,  the  cost  allocation  plans,  and  the  basis  for  assessing 
indirect  costs  charged  to  each  program,  refer  to  the  discussion  on  rates  contained  in  the  program 
narrative  at  the  end  of  this  program. 


DP  1 8  -  Legal  Contingency  Fund  -  The  executive  requests  reestablishing  the  legal  contingency  fiind  for  $70,000  each 
year  for  the  Business  &  Occupational  and  Health  Care  Licensing  Bureaus.  This  request  is  proposed  at  the  same  level  as 
requested  and  appropriated  during  the  2003  session.  This  proposal  would  support  all  boards  within  the  Business 
Standards  Division  with  most  legal  matters. 

Proprietary  Rates 

Proprietary  Program  Description 

The  Business  Standards  Division  maintains  an  internal  service  fund  to  provide  administrative  and  support  services  to  its 
4  bureaus  and  34  boards.  Common  costs  of  operation,  including  a  60-day  working  capital,  are  assessed  through 
recharges  to  the  various  state  special  revenue  accounts  on  an  equitable  basis. 

Proprietary  Revenues  and  Expenses 

Division  level  operating  costs  are  assessed  to  the  four  bureaus  on  an  FTE  basis,  with  assessments  as  follows:  Building 
Codes  Bureau  -  44.8  percent.  Weights  and  Measures  Bureau  -  8.2  percent.  Health  Care  Licensing  Bureau  -  22.4  percent, 
and  Business  and  Occupational  Licensing  Bureau  -  24.6  percent.  The  division  level,  bureau  level,  and  legal  services 
operating  costs  assessments  for  HCLB  &  BOLB  are  passed  through  to  the  boards  and  programs  located  in  each  bureau 
on  the  basis  of  board/program-direct  allocation  of  FTE.    The  boards  listed  by  bureau  are  as  follows: 
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HCLB 

Bd.  of  Chiropractors 

Bd.  of  Dentistry 

Bd.  of  Hearing  Aid  Dispensers 

Bd.  of  Respiratory  Care  Practice 

Bd.  of  Alternative  Health  Care 

Bd.  of  Medical  Examiners 

Bd.  of  Funeral  Services 

Bd.  of  Nursing 

Bd.  of  Nursing  Home  Admin. 

Bd.  of  Optometry 

Bd.  of  Pharmacy 

Bd.  of  Veterinary  Medicine 

Bd.  of  Psychologists 

Bd.  of  Speech  Pathologists 

Bd.  of  Radiologic  Tech. 

Bd.  of  Social  Workers  &  Prof  Counselors 

Bd.  of  Physical  Therapists 

Bd.  of  Occupational  Therapists 

Bd.  of  Clinical  Lab.  Science  Practice 

Licensed  Addiction  Counselors 


BOLB 

Bd.  of  Architects 

Bd.  of  Athletics 

Bd.  of  Barbers/Cosmetologists 

State  Electrical  Board 

Bd.  of  Outfitters 

Bd.  of  Prof  Eng.  &  Land  Surveyors 

Bd.  of  Public  Accountants 

Bd.  of  Realty  Regulation 

Board  of  Real  Estate  Appraisers 

Bd.  of  Sanitarians 

Bd.  of  Private  Sec.  Patrol  Officers 

Bd.  of  Landscape  Architects 

Bd.  of  Plumbers 

Fire  Prevention  Installers  License 

Boiler,  Blaster,  Crane  License 


Proprietary  Rate  Explanation 

Recharge  rates  are  allocated  to  the  state  special  revenue  accounts  based  upon  projected  expenditures.  Each  program  is 
assigned  a  percentage  rate  based  on  assigned  FTE.  That  percentage  is  then  applied  to  determine  each  program's  share  of 
the  necessary  revenues.  Legal  services  expenditures  are  part  of  the  overall  recharge  amounts,  but  fall  under  Centralized 
Services  Division's  budget  rather  than  in  the  Business  Standards  Division. 


Labor  &  Industry 


D-149 


Business  Standards  Di\asion 


Labor  &  Industry 


OS-Business  Standards  Division 


2007  Biennium  Report  on 

Internal  Service  and  Enterprise  Funds  2007 

Budgeted 
FY07 

Fund                      Fund  Name 
6552                   Admin  Services 

Agency  # 
66020 

Agency  Name 
Dept.  of  Labor  &  Industry 

Program  Name 
Business  Standards  Division 

= 

Actual 
FY02 

Actual 
FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

Operating  Revenues: 

Fee  revenue 
Charges  for  Services 

Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

2.000,000 

2.000.000 

2,283,254 

2,503,853 

2,811,152 

2,889,277 

2,000,000 

2,000,000 

2,283,254 
6 

2,503,853 

2,811,152 

2,889,277 

2,000,000 

1,319.065 
647.677 

2,000,000 

1,576,313 
561,740 

2,283,260 

1,695,018 
634,614 

2,503,853 

1,713,944 
650,399 

2,811,152 

1.778.682 
1,032,470 

2,889,277 

1,776,197 
1,113,080 

1.966,742 
33,258 

345 

2,138,053 
(138,053) 

2,329,632 
(46,372) 

2,364.343 
139,510 

345 

2,811,152 
345 

2,889,277 
345 

345 
33.603 

(138,053) 
60,000 

(46,372) 

345 
139,855 

345 
345 

345 
345 

33.603 
(20.404) 

(20,404) 

(78,053) 
48,613 

48,613 

(46,372) 
(29,440) 

(29,440) 

139,855 
(75,812) 

(75,812) 

345 
64,043 

64,043 

345 
64,388 

64,388 

13,199 

(29,440) 

175,812) 

64,043 

64,388 

64,733 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 

327.790 

356,342 

388.272 

394,057 

468,525 

481,546 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

4.00 

0.00 

0,00 

4.00 

0.00 

0.00 

4.00 

4.00 

Personal  Services 
Operating  Expenses 
Grants 

142,543 

103,389 

2,164,437 

15,564 

15,664 

0 

0 
0 
0 

158,107 

119,053 

2,164,437 

16,031 
39,197 

0 

0 
0 
0 

158,574 

142,586 

2,164,437 

316,681 

261,639 

4,328.874 

TotaJ  Costs 

S2,410369 

$3U28 

$0 

$2,441397 

$55,228 

$0 

$2,465,597 

$4,907,194 

General  Fund 
Stale/Other  Special 
Federal  Special 

23,484 

743 

2,386,142 

13,235 

0 

17,993 

743 

(743) 

0 

37,462 

0 

2,404,135 

36,287 

0 

18,941 

743 

(743) 

0 

60,514 

0 

2,405,083 

97,976 

0 

4,809,218 

Total  Funds 

S2,410369 

$3U28 

SO 

$2,441,597 

$55,228 

$0 

$2,465,597 

$4,907,194 

Program  Description 

The  Office  of  Community  Services  (OCS)  provides  administration  of  Federal  Corporation  for  National  Service  programs 
(AmeriCorps  and  Campus  Corps),  community  service,  and  volunteer  efforts  statewide,  including  the  Volunteer  Montana 
program. 


Program  Highlights 


Office  of  Community  Services 
Major  Budget  ffighlights 


•     The  increase  in  general  fund  is  predominantly  for  the  matching 
requirement  for  the  Corporation  for  National  Service  grant 


Major  LFD  Issues 


•     Office  of  Community  Service  match  can  be  funded  with  other  sources 
of revenue 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
Office  Of  Community  Services 

Program  Funding 

Base             %  of  Base          Budget 
FY  2004           FY  2004          FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

01 100  General  Fund 
02258  Employment  Security  Account 
03322  Mt  Community  Service  Fsr 
Grand  Total 

$         23.484               1.0%     $        37,462 
743               0.0% 
2.386.142            99.0%         2.404.135 
$    2.410.369            100.0%     $   2.441.597 

1,5% 

98.5% 
100.0% 

$        60.514 

2.405.083 
$  2.465.597 

2.5% 

97.5% 
100.0% 

Labor  &  Industry 


D-151 


Office  Of  Community  Services 


Labor  &  Industry 


07-Office  Of  Community  Services 


Federal  funds  provide  98  percent  of  total  funding  for  the  OCS  program  with  the  remainder  provided  by  general  fimd. 
The  required  state  match  for  the  program  administration  grant  is  funded  by  general  fund. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

General 

I  "JCiC^f^ 

Fiscal  2007 

State 

Federal 

Total 

State 

Federal 

Total 

General 

Kit                   Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

22,152 

22,638 

Vacancy  Savings 
Inflation/Deflation 

(6,588) 
(56) 

(6,607) 
(53) 

Fixed  Costs 

1,341 

1,455 

Total  Statewide  Present  Law  Adjustments 

$16,849 

$17,433 

DP  19  -  Office  of  Community  Services  -  Base  Adj. 
0.00                   328 
DP  21  -  Office  of  Community  Service  Funding  Match 

0.00                12,741 

0 
0 

1,310 
0 

1,638 

12,741 

0.00 
0.00 

420 
35,696 

0 
0 

1,679 
0 

2,099 
35,696 

Total  Other  Present  Law  Adjustments 

0.00             $13,069 

SO 

$1310 

$14,379 

0.00 

$36,116 

$0 

$1,679 

$37,795 

Grand  Total  All  Present  Law  Adjustments 

$31,228 

$55,228 

DP  19  -  Office  of  Community  Services  -  Base  Adj.  -  The  executive  requests  additional  federal  special  revenues  and 
general  fund  for  increases  in  indirect  costs  that  support  the  administrative  fiuictions  in  the  Centralized  Services  Division. 


LFD 
COMMENT 


For  a  more  detailed  explanation  on  indirect  costs,  the  cost  allocation  plans,  and  the  basis  for 
assessing  indirect  costs  charged  to  each  program,  refer  to  the  discussion  on  rates  contained  in  the 
program  narrative  for  the  Commissioner's  Office  and  Centralized  Services  Division. 


DP  21  -  Office  of  Community  Service  Funding  Match  -  The  executive  requests  general  fimd  authority,  for  the  required 
state  match  of  100  percent  of  the  administrative  grant  received  fi-om  the  Corporation  for  National  Service.  The  OCS 
receives  a  federal  grant  fi-om  the  Corporations  for  National  Service  each  year  for  $2.4  million;  within  the  grant  is  an 
administrative  grant  for  $143,000. 


LFD 
ISSUE 


The  $2.4  million  Corporation  for  National  Service  grant  requires  a  100  percent  match  on  the 
administrative  grant  portion,  which  totals  $143,000  each  year  of  the  2007  biennium.  The  match  can  be 
met  with  either  state  funds  or  in-kind  services.  OCS  generates  a  portion  of  the  required  match  from  in- 
kind  services  through  radio  promotions,  annual  conferences,  and  other  training  activities,  and  is  requesting 
the  remaining  match  requirement  through  the  general  fund. 

The  remaining  match  requirement  could  be  funded  with  Employment  Security  Account  funds  (ESA)  instead  of  the 
general  fund.  With  the  community  development  offered  in  the  Corporation  for  National  Service  grant,  funding  from  the 
ESA  would  comply  with  the  underlying  premise  of  the  account. 

For  further  discussion  on  the  ESA  account  see  program  narrative  in  the  combined  agency  overview. 
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New  Proposals 

New  Proposals 

-Fi<u-Jil  7007 

General 
Program                FTE                  Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 

Special 

Total 
Funds 

DP  4  -  General  Fund/ESA  Fund  Switch 

07               0.00                    743 

Total               0.00                  $743 

(743) 
($743) 

0 

$0 

0 

$0 

0.00 
0.00 

743 
$743 

(743) 
($743) 

0 

$0 

0 

$0 

DP  4  -  General  Fund/ESA  Fund  Switch  -  The  executive  requests  restoring  general  fund  that  was  replaced  with 
Employment  Security  Account  funds  in  the  2003  legislative  session  as  a  one-time-only  funding  switch. 


Ill) 
COMMKNT 


For  additional  information  on  ESA  and  Reed  Act  funding,  please  see  the  program  narrative  in  the 
combined  agency  program. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 

Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

5.00 

1. 00 

0.00 

6.00 

1.00 

0.00 

6.00 

6.00 

Personal  Services 
Operating  Expenses 

324,253 
110,371 

88,931 

30,580 

0 

0 

413,184 
140,951 

87,989 
31,763 

0 
0 

412,242 
142,134 

825,426 
283,085 

Total  Costs 

$434,624 

$119,511 

$0 

$554,135 

$119,752 

$0 

$554376 

$1,108311 

State/Other  Special 

434,624 

119,511 

0 

554,135 

1 19,752 

0 

554,376 

1,108,511 

Total  Funds 

$434,624 

$119311 

$0 

$554,135 

$119,752 

$0 

$554376 

$1,108311 

Program  Description 

The  Workers'  Compensation  Court  provides  a  forum  for  Montana  employees  and  the  insurance  industry  to  resolve 
disputes  arising  from  work-related  injuries  and  occupational  disease.  The  court  is  attached  to  the  department  for 
administrative  purposes  only. 

Program  Highlights 


Workers  Compensation  Court 
Major  Budget  Highlights 


The  increase  of  $239,00  over  the  biennium  is  primary  due  to  the 
following  two  factors: 

•  An  increase  of  1 .0  FTE  for  an  additional  attorney 

•  An  increase  in  professional  services 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 

Workers  Compensation  Court                                                                                       I 

Program  Funding 

Base           %  of  Base          Budget 
FY  2004          FY  2004           FY  2006 

%  of  Budget         Budget 
FY  2006           FY  2007 

%  of  Budget 
FY  2007 
100.0% 
100.0% 

02455  Workers'  Comp  Regulation 
Grand  Total 

$      434.624            100.0%     $       554.135 
$      434,624            100.0%     $       554,135 

100.0%     $      554.376 
100.0%     $     554,376 

The  Workers  Compensation  Court  is  exclusively  fiinded  with  workers  compensation  regulation  funds  from  assessments 
on  employers,  insurers,  and  state  funds.  This  fund  was  formed  to  pay  for  workers  compensation  regulation. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Presenl  Law  Adjustments 


FTE 


Fiscal  2006 

General  State  Federal  Total 

Fund  Special  Special  Funds 


FTE 


General 
Fund 


-Fiscal  2007- 
State 
Special 


Federal 
Special 


Total 
Funds 


Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

Total  Statewide  Present  Law  Adjustments 

DP  20  -  Worlcers'  Compensation  Court  -  Base  Adj. 

0.00  0 

DP  902  -  Workers'  Compensation  Staff  Attorney 

1.00  0 

Total  Other  Present  Law  Adjustments 

LOO  SO 

Grand  Total  All  Present  Law  Adjustments 


23,963 
88,303 

$112^66 


0 
0 

SO 


24,580 

(13,952) 

(1,510) 

(1,873) 

$7,245 


23.963 
88,303 

S 11 2^66 

$119.511 


0.00 
1.00 

LOO 


0 
0 

so 


25,117 
88,071 

$113,188 


23,843 

(13,925) 

(1.478) 

(1,876) 

$6,564 


25,117 
88,071 


SO  $113,188 

$119,752 


DP  20  -  Workers'  Compensation  Court  -  Base  Adj.  -  The  executive  requests  additional  state  special  revenue  authority  for 
anticipated  additional  services  provided  by  the  special  masters/hearings  examiners  for  the  Workers'  Compensation  Court 
(WCC)  in  the  2007  biennium.  The  source  of  the  state  special  revenue  is  the  workers'  compensation  regulation  fiind 
(WCR). 


The  WCC  has  maintained  a  consistent  number  of  petitions  filed  over  the  years  (see  Figure  2). 
Recently,  a  larger  number  of  petitions  have  been  settled  under  the  support  of  the  court's  hearing 
examiner  rather  than  being  tried  in  court.  The  executive  is  proposing  to  increase  spending  authority 
to  increase  the  services  of  the  hearings  examiners  in  order  to  reduce  the  number  of  court  cases. 


LID 

COM  MEN  I 


Figure  2 

Workers' 

Compensation  Court 

Caseloads  Per  Year 

Actions 

2001 

2002 

2003 

2004 

Peitions  Filed 

228 

243 

229 

261 

Trials  &  Hearings 

57 

61 

58 

67 

Setdement  Conferences 

9 

21 

29 

51 

Published  Decisions 

66 

66 

72 

85 

DP  902  -  Workers'  Compensation  Staff  Attorney  -  The  executive  is  requesting  additional  funding  to  hire  one  additional 
staff  attorney  for  the  Workers'  Compensation  Court  (WCC).  The  source  of  the  state  special  revenue  is  the  WCR  fund. 


LID 

COM M KM 


Due  to  a  recent  Montana  Supreme  Court  decision  regarding  the  common  fiind  doctrine,  the  WCC 
workload  could  increase  dramatically.  The  decision  in  Ruhd  v.  Liberty  Insurance  has  identified  57 
insurers  who  potentially  owe  benefits  as  a  result  of  that  decision.  The  common  ftmd  decision 
requires  the  WCC  to  supervise  benefits  payments  and  attorney  fees  in  these  cases.  The  WCC 
expects  several  more  common  fund  cases  involving  a  large  number  of  claimants  and  insurers.  The  executive  is 
proposing  to  increase  spending  authority  for  1 .0  FTE  to  help  with  the  anticipated  caseload. 
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SUMMARY     1 

Agency  Proposed  Budget 

The  following  table  summarizes  the  total  executive  budget 

proposal  for  the  agency 

by  year,  type  of  expend 

iture,  and 

source  of  funding. 

Agency  Proposed  Budget 

Budget  Item 

Base 
Budget 

Fiscal  2004 

PL  Base 

Adjustment 
Fiscal  2006 

New- 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

168.90 

5.00 

0.00 

173.90 

5.00 

0.00 

173.90 

173.90 

Personal  Services 

Operating  Expenses 

Equipment 

Capital  Outlay 

Grants 

Benefits  &  Claims 

7,048,318 

6,819,064 

90,923 

0 

1.039,597 

2,280 

1,003,190 
1,649,835 
0 
0 
0 
0 

0 
0 
75.000 
0 
0 
0 

8,051,508 

8,468,899 

165,923 

0 

1,039,597 

2,280 

1,009.846 
1.738.344 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 

8.058,164 

8,557,408 

90,923 

0 

1 ,039,597 

2,280 

16.109,672 

17,026.307 

256.846 

0 

2,079.194 

4.560 

Total  Cosu 

$15,000,182 

$2,653,025 

$75,000 

$17,728,207 

$2,748,190 

$0 

$17,748372 

$35,4764^79 

General  Fund 
State/Other  Special 
Federal  Special 

4,111,558 

542.203 

10,346.421 

264,441 

367,773 

2,020.811 

0 

75.000 

0 

4,375.999 

984.976 

12.367.232 

255.383 

440.497 

2.052.310 

0 
0 
0 

4,366,941 

982,700 

12,398,731 

8.742,940 

1,967,676 

24,765,963 

Total  Funds 

$15,000,182 

$2,653,025 

$75,000 

$17,728,207 

$2,748,190 

$0 

$17,748372 

$35,476,579 

Agency  Description 

The  Department  of  Military  Affairs,  administered  by  the  Adjutant  General,  oversees  activities  of  the  Air  and  Army 
National  Guard,  Disaster  and  Emergency  Services,  and  the  National  Guard  (NG)  Youth  Challenge  program.  The 
Montana  Board  of  Veterans'  Affairs  is  administratively  attached  to  the  department.  The  department,  through  the  Army 
and  Air  National  Guard,  manages  a  joint  federal -state  program  to  maintain  trained  and  equipped  military  organizations  in 
readiness  for  state  and  national  mobilizations  to  active  duty. 

The  Disaster  and  Emergency  Services  Division  plans  for  and  coordinates  state  responses  in  disaster  and  emergency 
situations.  The  Board  of  Veterans'  Affairs  manages  and  cooperates  with  state  and  federal  agencies  in  providing 
statewide  services  for  discharged  veterans  and  their  families,  and  is  responsible  for  the  two  state  veterans'  cemeteries. 
The  NG  Youth  Challenge  program  provides  a  military-modeled  youth  intervention  program  with  a  goal  of  improving  the 
life  coping  skills  and  employability  of  high  school  dropouts. 

Agency  Highlights 


Department  of  Military  Affairs 
Major  Budget  Highlights 


Funding  for  the  National  Guard  Scholarship  Program  is  discontinued. 
Increases  of  $5.4  million  over  the  biennium  consist  of  a  75  percent 
increase  in  federal  fimds  and  a  1 5  percent  increase  in  state  special  and 
10  percent  increase  in  general  fimd.  These  increases  are  primarily  due 
to: 

•  The  opening  of  10  new  facilities  or  additions  in  the  Army 
National  Guard  for  utilities,  janitorial  services,  and  added 
maintenance  personnel 

•  Continued  federal  funding  authority  for  the  distance 
learning  network  and  the  Army  National  Guard 
communication  backbone 

•  Increased  air  guard  security  and  fire  fighter  overtime 
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SUMMARY 


•  Ongoing  operations,  maintenance,  and  repair  costs  at 
existing  facilities 

•  Increase  in  personal  services  resulting  from  statewide 
present  law  adjustments 


Major  LFD  Issues 


Ongoing   implementation  and  costs  associated  with  the  Montana 
distance  learning  system 

All  homeland  security  funding  would  be  added  through   budget 
amendment  in  the  interim  without  legislative  input 


Funding 

The  following  table  summarizes  funding  for  the  agency,  by  program  and  source,  as  recommended  by  the  Governor. 
Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 


Total  Agency  Funding 
2007  Biennium  Executive  Budget 

Agency  Program 

General  Fund      Stale  Spec. 

Fed  Spec. 

Grand  Total 

Total  % 

01  Centralized  Services  Division 

02  Challenge  Program 

12  Army  National  Guard  Pgm 

13  Air  National  Guard  Pgm 

2 1  Disaster  &  Emergency  Services 
3 1  Veterans  Affairs  Program 
Grand  Total 

$       890,409     $                  -     $ 

2,251,360 

2,407,528  127,600 
623,126 

1,251,161               28,874 

1.319.356  1.811.202 
$    8,742,940     $     1,967,676     $ 

387,212 

3,377,038 

11,950,200 

5,486,346 

3,565,167 

$  1,277.621 
5,628,398 
14,485,328 
6,109,472 
4,845,202 
3.130.558 

$      35,476.579 

4% 
16% 
41% 
17% 
14% 

9% 
100% 

24.765,963 

Biennium  Budget  Comparison 

The  following  table  compares  the  executive  budget  request  in  the  2007  bieimium  with  the  2005  biennium  by  type  of 
expenditure  and  source  of  fiinding.  The  2005  biennium  consists  of  actual  FY  2004  expenditures  and  FY  2005 
appropriations. 


Biennium  Budget  Comparison 

Present 

New 

Total 

Present 

New 

Total 

Total 

Total 

Budget  Item 

Law 

Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Law 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Biennium 
Fiscal  04-05 

Exec.  Budget 

Fiscal  06-07 

FTE 

173.90 

0.00 

173.90 

173.90 

0.00 

173.90 

168.90 

173.90 

Personal  Services 

Opcraling  Expenses 

r-quipmcm 

Capital  Outlay 

Grants 

Benefits  &  Claims 

8.051.508 

8.468.899 

90.923 

0 

1.039,597 

2.280 

0 
0 
75.000 
0 
0 
0 

8.051,508 

8.468,899 

165,923 

0 

1 ,039.597 

2,280 

8.058,164 

8,557,408 

90,923 

0 

1.039.597 

2,280 

0 
0 
0 
0 
0 
0 

8.058.164 

8.557,408 

90,923 

0 

1,039,597 

2,280 

14,229.958 

14,622,003 

143,465 

0 

4,642,748 

4,560 

16.109,672 

17,026,307 

256,846 

0 

2,079,194 

4,560 

Total  Costs 

$17,653,207 

$75,000 

$17,728;J07 

$17,748,372 

$0 

$17,748,372 

$33,642,734 

$35,476,579 

General  Fund 
State/Other  Special 
Federal  Special 

4.375,999 

909.976 

12,367.232 

0 

75,000 

0 

4,375,999 

984,976 

12,367,232 

4,366,941 

982,700 

12.398.731 

0 
0 
0 

4,366,941 

982,700 
12,398,731 

8,306,330 

1,842,848 

23,493.556 

8,742,940 

1,967,676 

24,765,963 

Total  Funds 

$17,653,207 

$75,000 

$17,728,207 

$17,748,372 

$0 

$17,748,372 

$33,642,734 

$35,476,579 

New  Proposals 
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Dept  Of  Military  Affairs SUMMARY 

New  Proposals 

The  "New  Proposal"  table  summarizes  all  new  proposals  requested  by  the  executive.  Descriptions  and  LFD  discussion 

of  each  new  proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

Fiscal  2006 

General               State 
Program                HE                 Fund               Special 

Federal 
Special 

Total 
Funds 

Fi«-at  9007    .    - 

FTE 

General 

Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  16  -  Purchase  a  Mobile  Veterans  Service  Van  -  OTO 

31                  0.00                      0              75,000 

Total                   0.00                      $0             $75,000 

0 
$0 

75,000 
$75,000 

0.00 
0.00 

0 
$0 

0 

$0 

0 

$0 

0 
$0 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 
Proposals  _ 
Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

9.20 

0.00 

0.00 

9.20 

0.00 

0.00 

9.20 

9.20 

Personal  Services 
Operating  Expenses 
Benefits  &  Claims 

525,039 

50,742 

2,280 

13,938 

48,335 

0 

0 
0 
0 

538,977 

99,077 

2,280 

12,668 

46,558 

0 

0 
0 
0 

537,707 

97,300 

2,280 

1,076,684 

196,377 

4,560 

Total  Costs 

$578,061 

$62,273 

$0 

$640334 

$59,226 

$0 

$637,287 

$1,277,621 

General  Fund 
Federal  Special 

427,128 
150,933 

25,263 
37,010 

0 
0 

452,391 
187,943 

10,890 
48,336 

0 
0 

438,018 
199,269 

890,409 
387,212 

Total  Funds 

$578,061 

$62,273 

$0 

$640334 

$59,226 

$0 

$637,287 

$1,277,621 

Program  Description 

The  Centralized  Services  Division  provides  departmental  administration  through  the  Office  of  the  Adjutant  General  and 
department-wide  support  for  accounting,  fiscal  management,  personnel,  labor  relations,  and  purchasing  and  property 
management  oversight.  The  program  operates  in  accordance  with  Title  2,  Chapter  15,  part  12  and  Title  10,  MCA. 

Program  Highlights 


Centralized  Services  Division 
Major  Budget  Highlights 


Increases  in  the  budget  are  primarily  due  to  statewide  present  law 
adjustments  and  fixed  costs  increases  assessed  by  the  Department  of 
Administration 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
Centralized  Services  Div 

Program  Funding 

Base 
FY  2004 

%  of  Base         Budget 
FY  2004         FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

01 100  General  Fund 
03 1 32  National  Guard 
03 1 34  Disaster  &  Emergency 
Grand  Total 

Services 

$     427,128 

134,614 

16,319 

$    578,061 

73.9%     $     452,391 

23.3%           171,624 

2.8%             16.319 

100.0%     $    640,334 

70.6% 

26.8% 

2.5% 

100.0% 

$    438,018 

182,950 

16.319 

$    637,287 

68.7% 

28.7% 

2.6% 

100.0% 

The  Centralized  Services  Division  is  primarily  funded  with  general  fimd.  The  federal/state  agreement  between  Military 
Affairs  and  the  associated  federal  agencies  have  identified  certain  personal  service  costs  of  positions  that  provide  support 
to  federally  funded  activities  as  applicable  for  federal  funding.  During  the  base  year,  federal  funds  accounted  for 
approximately  26  percent  of  the  funding  for  the  division.  In  the  2007  biennium,  the  percentage  would  increase  to  30.3 
percent. 
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Dept  Of  Military  Affairs Ol-Centralized  Services  Division 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Pis'-"'  ''""'^ 

General 
FTE                  Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

36,395 

(22,457) 

(13) 

48,348 

35,070 

(22,402) 

(12) 

46,570 

Total  Statewide  Present  Law  Adjustments 

$62,273 

$59,226 

Grand  Total  All  Present  Law  Adjustments 

$62,273 

$59,226 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 

Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

47.40 

1.00 

0.00 

48.40 

1.00 

0.00 

48.40 

48.40 

Personal  Services 
Operating  Expenses 

1,677,363 
1,084,380 

73.240 
(17.372) 

0 
0 

1.750.603 
1.067.008 

72,358 
(23,314) 

0 
0 

1.749.721 
1.061.066 

3,500,324 
2,128.074 

Tot«l  Costs 

$2,761,743 

$55,868 

SO 

$2,817,611 

$49,044 

SO 

$2,810,787 

$5,628398 

General  Fund 
Federal  Special 

1.107,616 
1,654.127 

19.429 
36.439 

0 
0 

1.127,045 
1.690,566 

16,699 

32,345 

0 
0 

1.124.315 
1 ,686,472 

2.251,360 
3,377,038 

Total  Funds 

$2,761,743 

$55,868 

$0 

$2,817,611 

$49,044 

$0 

$2,810,787 

$5,628,398 

Program  Description 

The  Montana  National  Guard  Youth  Challenge  Program  is  a  volunteer  program  for  youth  ages  16  to  18  who  have 
stopped  attending  secondary  school  before  graduating.  Challenge  is  a  1 7-month,  voluntary  two-phased  military  modeled 
training  program  targeting  unemployed  drug-free  and  law-free  high  school  dropouts.  The  program  provides  an 
opportunity  for  high  school,  at  risk  youth  to  enhance  their  life  skills,  increase  their  educational  levels,  and  their 
employment  potential.  Phase  I  of  the  program  is  a  22-week  residential  stay  on  the  campus  of  Western  Montana  College 
of  the  University  of  Montana  in  Dillon  focusing  on  physical  training,  classroom  instruction,  personal  development,  and 
life  skills.  Phase  II  is  a  year-long  mentoring  relationship  with  a  specially-trained  member  of  the  community  where  the 
youth  resides  to  provide  a  positive  role  model  and  to  assist  the  student  in  gaining  employment  or  enrolling  in  post- 
secondary  schooling. 

Program  Highlights 


Challenge  Program 
Major  Budget  Highlights 


Increases  in  the  budget  are  primarily  due  to  adding  a  permanent 
substitute  teacher  in  the  Youth  Challenge  program  and  statewide 
present  law  adjustments 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
Challenge  Program 

Program  Funding 

Base 

FY  2004 

%  of  Base         Budget 
FY  2004         F\'  2006 

%  of  Budget 
FY  2006 

Budget 
F'*-  2007 

°'o  of  Budget 
FY  2007 

01 100  General  Fund 
03132  National  Guard 
Grand  Total 

$1,107,616 

1.654.127 

$2,761,743 

40.1%     $1,127,045 

59.9%        1.690.566 

100.0%     $2,817,611 

40.0% 

60.0% 

100.0% 

$1,124,315 

1.686.472 

$2,810,787 

40.0% 

60.0% 

100.0% 
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The  Youth  Challenge  Program  is  fiinded  with  general  fund  and  federal  special  revenue  at  a  60/40  federal  to  state  funding 
ratio.  The  federal-level  National  Guard  Bureau  established  the  program  at  an  original  split  of  75/25  federal/state  match 
in  1998,  with  the  state  percentage  to  increase  by  5  percent  each  year  until  fiscal  year  2002,  at  which  time  the  state  match 
became  40  percent. 


LFD 
COMMENT 


The  Fifty-sixth  Legislature  established  a  volunteer  residential  program,  housed  on  the  campus  of 
Western  Montana  College  in  Dillon.  The  Montana  Youth  Challenge  program  was  established  for 
youths  ages  16-18  who  have  dropped  out  of  high  school,  are  drug  free,  a  resident  of  Montana,  and 
uninvolved  with  the  legal  system.  The  intent  of  the  challenge  program  is  to  improve  the  life  skills  and  employment 
potential  of  high  school  dropouts  through  a  structured  environment  based  on  military  training.  The  program  provides 
education  assistance  in  a  residential  environment  followed  by  12  months  of  mentoring  support.  The  eight  core 
components  employed  in  the  Challenge  program  are  leadership,  commimity  service  (each  student  has  to  complete  40 
hours),  job  skills,  academic  excellence,  citizenship,  life  coping,  health  and  nutrition,  and  physical  fitness. 

Congress  authorized  the  program  in  1993,  granting  the  National  Guard  the  task  of  conducting  the  program.  Each  state  is 
to  determine  the  number  of  participants  it  will  target  for  enrollment  with  a  minimimi  required  fi-om  the  National  Guard  of 
100  students  per  class.  In  turn,  the  National  Guard  Bureau  provides  60  percent  of  the  funding  for  the  program,  but  will 
not  provide  funding  for  a  program  with  a  target  enrollment  fewer  than  100  graduates  per  class.  Montana  Youth 
Challenge's  target  graduation  number  is  100  students  per  class,  or  200  per  year.  Montana  Challenge  meets  the  minimum 
number  of  students  to  maintain  the  required  base  level  set  by  the  National  Guard  because  Montana  has  a  low  nimiber  of 
high  school  drop-outs  (approximately  2,100  a  year),  while  the  national  average  for  all  Youth  Challenge  states  is  14,000 
students.  The  cost  per  smdent  is  the  same  since  inception  (1999)  at  $14,000  per  student  per  year.  The  annual  budget  for 
100  students  graduating  twice  a  year  is  $2.8  million.  The  current  match  is  60  percent  federal  or  $1.7  million  and  40 
percent  general  fimd  or  $1.1  million. 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fisca'  '"i'^'- 

General 
FTE                 Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 

Funds 

Personal  Services 
Vacancy  Savings 
Fixed  Costs 

107,520 
(71,395) 
(17,372) 

106,717 
(71,367) 
(23,314) 

Total  Statewide  Present  Law  Adjustments 

$18,753 

$12,036 

DP  2  -  Make  ChalleNGe  modified  positions  permanent 
1.00               14,846 

0 

22,269 

37,115 

1.00 

14,803 

0 

22,205 

37,008 

Total  Other  Present  Law  Adjustments 

1.00             $14,846 

SO 

$22,269 

$37,115 

1.00 

$14,803 

$0 

$22,205 

$37,008 

Grand  Total  All  Present  Law  Adjustments 

$55,868 

$49,044 

DP  2  -  Make  ChalleNGe  modified  positions  permanent  -  executive  requests  adding  a  permanent  1 .00  FTE  position  as  a 
part-time  substitute  teacher.  This  new  position  would  provide  the  flexibility  for  when  a  regular  teacher  is  out  on  leave  or 
on  active  military  duty.  The  funding  request  is  a  60/40  split  of  federal/state  revenue  authority 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 

of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

E.iec.  Budget 
Fiscal  2007 

E.xec.  Budget 
Fiscal  06-07 

FTE 

5.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Operating  Expenses 

0 

0 

0 

0 

0 

0 

0 

0 

Total  Costs 

$0 

so 

so 

so 

$0 

SO 

$0 

SO 

General  Fund 

0 

0 

0 

0 

0 

0 

0 

0 

Total  Funds 

$0 

$0 

$0 

so 

so 

$0 

$0 

so 

Program  Description 

The  Montana  National  Guard  Scholarship  program  was  established  in  the  2001  biennium  to  offer  scholarships  as  a 
recruiting  and  retention  tool  for  the  Montana  Air  and  Army  National  Guard.  The  program  provides  scholarships  of  up  to 
$500  per  semester  to  enlisted  Montana  National  Guard  personnel  enrolled  as  full-time  undergraduate  students  in 
colleges,  universities,  or  training  programs.  The  primarily  goals  of  the  program  are  to  assist  Montana  in  increasing  its 
assigned  personnel  strength  in  both  the  Army  and  Air  National  Guard  and  enhance  Army  and  Air  National  Guard 
operational  readiness  to  assume  both  state  and  federal  active  duty  missions. 

Program  Highlights 


National  Guard  Scholarship  Program 
Major  Budget  Highlights 


Executive  proposes  to  discontinue  funding  for  the  scholarship  program 


Program  Narrative 

The  Fifty-sixth  Legislature  first  established  the  Montana  National  Guard  Scholarship  program  as  a  recruiting  and 
retention  tool  for  the  Montana  National  Guard  personnel.  The  scholarship  program  was  to  provide  a  $500  direct  cash 
payment  to  each  National  Guard  personnel  after  the  completion  of  each  semester  of  school  (defined  as  a  fiill-time 
undergraduate  student  in  colleges,  universities,  or  training  programs).  Funding  for  the  program  has  been  a  biennial,  one- 
time-only general  fund  appropriation  of  $250,000  each  biennium,  since  enacted  in  the  2001  biennium.  In  the  2007 
biennium,  the  executive  has  proposed  eliminating  the  scholarship  program. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

34.30 

3.00 

0.00 

37.30 

3.00 

0.00 

37.30 

37.30 

Personal  Services 
Operating  Expenses 
Equipment 

1,781,009 

3,978,869 

90,923 

127,738 

1,199,169 

0 

0 
0 
0 

1,908,747 

5,178,038 

90,923 

130,827 

1,325,992 

0 

0 
0 
0 

1,911,836 

5,304,861 

90,923 

3,820,583 

10,482,899 

181,846 

Total  Costs 

$5,850,801 

$1326,907 

$0 

$7,177,708 

$1,456,819 

$0 

$7307,620 

$14,485328 

General  Fund 
State/Other  Special 
Federal  Special 

1,179,286 

0 

4,671,515 

15,240 

26,300 

1,285,367 

0 
0 
0 

1,194,526 

26,300 

5,956,882 

33,716 

101,300 

1,321,803 

0 
0 
0 

1,213,002 

101,300 

5,993,318 

2,407,528 

127,600 

11,950,200 

Total  Funds 

$5,850,801 

$1326,907 

$0 

$7,177,708 

$1,456,819 

$0 

$7307,620 

$14,485328 

Program  Description 

The  Army  National  Guard  (ARNG)  xmtil  federalized,  is  a  state  military  organization,  which  provides  trained  and 
equipped  military  units  for  use  in  the  event  of  a  state  or  national  emergency.  The  Federal/State  Cooperative  Agreement 
provides  funding  for  facilities  management,  environmental,  and  communications  support  to  the  organization  by:  1) 
providing  professional  and  skilled  personnel  for  the  administration,  plarming,  and  execution  of  statewide  repair  and 
maintenance  functions  on  facilities  and  training  areas;  2)  planning,  programming,  and  contracting  for  construction;  3) 
ensuring  all  activities  and  facilities  comply  with  environmental  regulations;  and  4)  providing  state-wide  communication 
services,  security  contracts,  and  leases  for  buildings  and  land  used  by  the  Army  National  Guard.  The  program  is 
mandated  by  the  U.S.  and  Montana  constitutions  and  Title  10,  Chapters  1-3,  MCA. 

Program  Highlights 


Army  National  Guard  Program 
Major  Budget  Highlights 


Increases  of  $2.8  million  over  the  biennium  consist  of  a  94  percent 
increase  in  federal  funds,  a  2  percent  increase  in  general  fund,  and  a  4 
percent  increase  in  state  special  revenue.  These  increases  over  the 
biennium  are  primarily  due  to: 

•  $604,000  for  continued  compliance  with  environmental 
regulations 

•  Continued  appropriation  for  the  distance  learning  center 
and  the  communication  backbone  of  $1 .0  million 

•  Federal  special  revenues  for  on-going  maintenance  and 
repairs  of  $1.0  million 

•  Fimding  for  the  opening  of  10  different  facilities  or 
additions  to  existing  facilities  in  FY  2005  or  FY  2006, 
including  utilities,  janitorial  services,  and  added 
maintenance  personnel  of  $336,856 
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Major  LFD  Issues 


•     Ongoing  implementation  and  cost   associated  with  the  Montana 
distance-learning  network 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 

Army  National  Guard  Pgm 

Base           %  of  Base          Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004         FY  2004         FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$1,179,286             20.2%     $1,194,526 

16.6% 

$  1,213,002 

16.6% 

02101  Distance  Learning 

25,000 

0.3% 

100,000 

1.4% 

02343  Armory  Rental  Funds 

1,300 

0.0% 

1,300 

0.0% 

03 132  National  Guard 

4,671.515             79.8%       5.956.882 

83.0% 

5,993.318 

82.0% 

Grand  Total 

$5,850,801            100.0%     $7,177,708 

100.0% 

$  7,307,620 

100.0% 

The  Army  National  Guard  program  is  primarily  funded  with  a  combination  of  general  fimd  and  federal  funds.  Funding 
depends  on  how  a  facility  is  used  and  the  costs  to  operate  and  maintain  a  facility,  and  can  be  funded:  1 )  entirely  with 
state  funds;  2)  entirely  with  federal  fiuids;  or  3)  as  a  shared  responsibility,  with  federal  fiinds  at  75  percent  and  general 
fimd  at  25  percent  (service  contract  buildings).  When  a  facility  is  owned  by  the  state  and  located  on  state  land, 
maintenance  costs  are  the  responsibility  of  the  state  and  utility  costs  are  split  evenly  with  the  federal  government.  When 
a  facility  is  state  owned  but  located  on  federal  land,  the  maintenance  costs  are  funded  75  percent  federal  and  25  percent 
general  fund,  but  utility  costs  are  funded  100  percent  general  fund.  When  a  facility  is  classified  as  a  logistics  facility,  the 
funding  is  100  percent  federal  funds  for  the  entire  facility.  Federally  owned  facilities  located  on  federal  land  and  those 
that  serve  a  training  mission  are  predominantly  fimded  100  percent  with  federal  fiands,  except  when  the  building  is  used 
as  an  armory.  Armories  constructed  with  federal  funds  and  located  on  federal  land  are  funded  100  percent  general  fund 
for  maintenance  and  50  percent  federal  and  50  percent  general  fund  for  utilities  costs.  When  armories  are  rented  to 
groups,  the  state  special  revenue  funds  generated  from  rental  fees  are  used  to  augment  general  fund  support  of  the 
facilities. 

During  the  base  year,  general  fimd  accounted  for  20  percent  of  overall  expenditures  within  the  Army  National  Guard 
program. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Present  Law  Adjustments 

P'l'-al  7007 

riitd 

General 

1   AV/WW — 

State 

Federal 

Tolal 

General 

State 

Federal 

Total 

FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

121,388 

124,605 

Vacancy  Savings 

(76,095) 

(76,225) 

Inflation/Deflation 

53,759 

42,029 

Fixed  Costs 

(6,594) 

(15,391) 

Total  Sutewide  Present  Law  Adjustments 

$92,458 

$75,018 

DP  3  -  ARNG  Utilities  at  New  Locations 

0.00                2,639 

0 

56,365 

59,004 

0.00 

8,186 

0 

117,168 

125,354 

DP  4  -  Janitorial  Service  at  New  Locations 

0.00                 8,340 

0 

12,660 

21,000 

0.00 

13,620 

0 

13,380 

27,000 

DP  5  -  ARNG  Facilities  Maintenance  Employees 

2.00                13,062 

0 

39,184 

52,246 

2.00 

13,066 

0 

39,195 

52,261 

DP  6  -  ARNG  Janitorial  at  Existing  Locations 

0.00                5,625 

0 

24,375 

30,000 

0.00 

5,625 

0 

24,375 

30,000 

DP  9  -  Distance  Learning  State  Special  Spending  Authority 

0.00                        0 

25,000 

0 

25,000 

0.00 

0 

100,000 

0 

100,000 

DP  1 1  -  Range  Maintenance  Employee 

1.00                      0 

0 

30,199 

30,199 

1.00 

0 

0 

30,186 

30,186 

DP  13  -  Environmental  Program  Operations 

0.00                      0 

0 

302,000 

302,000 

0.00 

0 

0 

302,000 

302,000 

DP  14  -  Communications  100%  Federal  Authority  Increase 

0.00                      0 

0 

200,000 

200,000 

0.00 

0 

0 

200,000 

200,000 

DP  15  -  ARNG  Additional  Federal  Spending  Authority 

0.00                      0 

0 

515,000 

515,000 

0.00 

0 

0 

515,000 

515,000 

Total  Other  Present  Law  Adjustments 

3.00             $29,666 

$25,000 

$1,179,783 

$1,234,449 

3.00 

$40,497 

$100,000 

$1,24U04 

$1,381,801 

Grand  Total  All  Present  Law  Adjustments 

$1,326,907 

$1,456,819 

DP  3  -  ARNG  Utilities  at  New  Locations  -  The  executive  request  proposes  to  fiind  utility  expenditures  to  support  new 
facilities  that  began  operating  partially  through  the  base  year  or  will  start  operations  next  year,  and  are  derived  as 
follows: 

•  The  Civil  Support  Team  (CST)  Armory  is  funded  75  percent  federal  funds  and  25  percent  general  fund  and  is 
considered  a  service  contract  building.  Spending  authority  is  requested  at  $10,555  per  year 

•  The  Havre  Armory  addition  and  the  Dillon  Armory  are  funded  50  percent  general  fund  and  50  percent  federal 
fiinds.  These  two  facilities  were  built  with  federal  money  on  federal  land  and  are  only  reimbursed  from  the 
federal  government  50  percent  for  utilities  cost.  Spending  authority  is  requested  at  $1 1,094  in  FY  2007 

•  There  are  seven  federal  facilities  located  on  federal  land  that  will  be  funded  100  percent  with  federal  special 
revenue,  including:  1)  tool  recycling  facility;  2)  Kalispell  armed  forces  reserve  center  (AFRC);  3)  engineer 
maintenance  facility;  4)  Billings  AFRC  addition;  5)  Billings  organizational  maintenance  shop  (OMS)  addition; 
6)  Kalispell  OMS  addition;  and  7)  army  aviation  support  facility  addition.  The  request  for  federal  special 
revenue  for  utilities  expenditures  in  FY  2006  is  $48,449  and  is  $103,705  in  FY  2007 

DP  4  -  Janitorial  Service  at  New  Locations  -  This  executive  requests  additional  federal  special  revenue  and  general  fimd 
authority  to  support  a  basic  level  of  janitorial  services  at  the  three  new  armories  located  at  Dillon,  Kalispell,  and  Fort 
Harrison,  which  have  been  constructed  or  will  be  constructed  after  the  base  year.  The  department  uses  contracted 
janitorial  services  for  cleaning  of  department  maintained  facilities. 

DP  5  -  ARNG  Facilities  Maintenance  Employees  -  This  proposal  requests  two  additional  FTE  to  assist  in  maintaining  the 
facilities  operated  and  maintained  by  the  department.  The  additional  staff  requested  would  include  a  heating  ventilating 
and  air  conditioning  technician  and  a  painter.  Funding  authority  is  75  percent  federal  funds  and  25  percent  general  fund. 


Dept  Of  Military  Affairs 


D-166 


Army  National  Guard  Pgm 


Dept  Of  Military  Affairs 12-Army  National  Guard  Pgm 

DP  6  -  ARNG  Janitorial  at  Existing  Locations  -  The  executive  requests  additional  janitorial  services  for  the  Helena 
Armed  Forces  Reserve  Center.  The  department  uses  contracted  janitorial  services  for  cleaning  of  the  department.  The 
current  contract  does  not  provide  certain  basic  levels  of  cleaning  that  include  emptying  of  wastebaskets,  vacuuming  of 
office  carpet,  or  occasional  dusting.  The  requested  additional  funding  would  provide  for  this  increased  level  of  service. 

DP  9  -  Distance  Learning  State  Special  Spending  Authoritv  -  The  executive  requests  additional  state  special  revenue 
authority  to  continue  implementation  of  shared  usage  of  the  Montana  National  Guard  Distance  Learning  Network.  The 
funds  would  be  used  to  repair  and  maintain  equipment  and  facilities.  The  shared  use  will  be  by  state  agencies;  local 
governments  and  other  authorized  groups. 


Ill) 
ISSUK 


The  distance-learning  network  is  a  fiber  optic  network  linking  the  armories  of  Montana  together  with  the 
possibility  of  sharing  their  resources  with  other  state  agencies,  local  governments,  and  other  authorized 
groups.  The  intended  purpose  of  the  network  is  to  provide  local  training  for  national  guard  personnel  in  a 
classroom  setting  and  to  serve  as  a  communication  backbone  for  the  national  guard  in  providing  day-to-day,  voice,  data, 
and  video.  Each  training  classroom  is  set  up  with  individual  workstations  connected  via  the  fiber  optic  network 
throughout  Montana,  with  the  goal  on  a  national  level  to  connect  all  military  installations  on  the  network  for  future 
collaborations  on  training  programs.  Funding  for  the  distance-learning  network  is  provided  by  the  federal/state  master 
cooperative  agreement.  All  funding  for  the  implementation  of  the  project  was  paid  by  the  federal  government  at  $16,000 
per  classroom,  with  a  shared  usage  rate  fee  assessed  on  local,  state,  and  other  authorized  groups  for  use  of  the  network 
and  equipment.  The  rate  schedule  will  be  used  to  reimburse  federal  funds  for  shared  usage  and  for  replacement 
equipment  on  a  hfe  cycle  cost  model. 

The  Federal  government  paid  for  all  the  costs  of  the  network  and  makes  it  available  for  use  by  other  entities  for  a  fee. 
Therefore,  the  federal  government  provides  an  opportunity  to  the  state  to  access  a  network  with  wide  distribution  and 
anticipates  usage  of  and  reimbursement  by  other  entities  for  that  use.  This  concept  is  called  "shared  usage". 

The  implementation  of  the  distance-learning  network  project  after  four  years  of  funding  still  has  many  unknowns.  The 
planned  network  within  the  borders  of  Montana  was  to  link  together  the  23  Montana  National  Guard  armories  located 
throughout  Montana.  All  proposed  usage  hours  and  reimbursements  after  four  years  are  still  not  completed  and  without 
any  actual  historical  data.  In  the  2003  biennium  the  agency  stated  that  there  would  be  28  operational  classrooms 
available  for  widespread  for-fee  use  in  FY  2003,  and  they  were  re-working  the  proposed  fee  structure  for  recovering 
shared  usage  costs.  The  full  implementation  of  the  distance-learning  network  is  two  years  behind  schedule  and  with  two 
fewer  operational  classrooms  then  originally  planned.  The  legislature  has  already  appropriated  $635,000  in  funding 
authority  and,  with  the  additional  decision  package  for  the  2007  biennium,  if  approved,  appropriations  to  date  would 
total  $760,000. 

Existence  of  the  network  provides  an  opportunity  for  a  number  of  entities  in  the  state.  However,  until  completion, 
including  completion  of  the  fee  structiire,  the  full  potential  cannot  be  either  gauged  or  realized.  Therefore,  the  legislature 
may  wish  to  require  the  agency  to  provide  an  update  on  the  system,  when  shared  usage  rates  will  be  available,  and 
potential  uses  of  the  network  by  state  entities. 

Option  A-  Require  that  the  Department  of  Military  provide  an  update  on  the  current  status  of  the  project,  when  the  shared 
usage  rates  will  be  determined,  and  the  potential  uses  of  the  network  by  state  agencies. 
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DP  1 1  -  Range  Maintenance  Employee  -  The  executive  requests  additional  federal  special  revenue  to  make  an  existing 
modified  position  (Targetry  and  Range  Maintenance  employee)  a  full  time  permanent  position.  Expenditures  for  a 
modified  position  are  not  included  in  the  base. 

DP  1 3  -  Environmental  Program  Operations  -  The  executive  requests  additional  federal  authority  for  the  environmental 
program  to  comply  with  all  state  and  federal  environmental  laws  and  requirements.  The  funding  request  would  be  used 
to  sustain  the  permanent  ongoing  needs  of  the  environmental  compliance  program  in  the  areas  of:  hazardous  waste 
disposal,  spill  response  supplies,  environmental  documentation  of  new  activities,  facility  management  plans,  natural 
resource  studies,  and  unexploded  ordinance  remediation. 

DP  14  -  Commimications  100%  Federal  Authority  Increase  -  The  executive  is  requesting  federal  spending  authority  to 
maintain  the  statewide  network  that  supports  daily  operations  with  voice,  video,  and  data  traffic,  and  the  Montana 
National  Guard  Distance  Learning  Network.  The  request  also  provides  for  the  use  of  commercial  voice  telephone 
service,  cellular  telephone  service,  maintenance,  and  technical  support  contracts,  and  procurement  of  replacement 
telecommunications  equipment  and  repair  materials. 

DP  1 5  -  ARNG  Additional  Federal  Spending  Authority  -  This  proposal  requests  additional  federal  revenue  authority  in 
the  amount  of  $515,000  per  year  for  ongoing  repair  and  maintenance  costs  for  federal  buildings  on  federal  land.  The 
funding  authority  requested  would  be  used  for  completion  of  ongoing  projects,  including:  roof  repairs,  asphalt  crack 
sealing  and  seal  coats,  heating  and  ventilation  system  repairs  and  replacement,  and  upgrades  and  enhancements  to 
security  fencing,  door  and  window  hardware,  and  other  items. 


\ 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposals 

Exec.  Budget 

Adjustment 

Proposals 

Exec.  Budget 

Exec.  Budget 

Budget  Item 

Fiscal  2004 

Fiscal  2006 

Fiscal  2006 

Fiscal  2006 

Fiscal  2007 

Fiscal  2007 

Fiscal  2007 

Fiscal  06-07 

FTE 

33.00 

0.00 

0.00 

33.00 

0.00 

O.Oli 

33.00 

33.00 

Personal  Services 

1,381,307 

381,250 

0 

1,762,557 

385,209 

0 

1,766316 

3,529,073 

Operating  Expenses 

1,125,266 

170,501 

0 

1.295,767 

159366 

0 

1.284,632 

2,580,399 

Total  Costs 

$2306,573 

$551,751 

$0 

$3,058324 

$544375 

$0 

$3,051,148 

$6,109,472 

General  Fund 

281,946 

30,989 

0 

312,935 

28,245 

0 

310,191 

623,126 

Federal  Special 

2,224,627 

520,762 

0 

2,745,389 

516,330 

0 

2,740,957 

5,486,346 

Total  Funds 

$2306,573 

$551,751 

$0 

$3,058324 

$544375 

$0 

$3,051,148 

$6,109,472 

Program  Description 

The  Air  National  Guard  program,  until  federalized,  is  a  state  military  organization,  which  provides  trained  and  equipped 
military  units  for  use  in  the  event  of  a  state  or  national  emergency.  The  federal/state  cooperative  agreement  provides  for 
administrative,  facilities  maintenance,  security,  and  fire  protection  support  to  the  Air  National  Guard  base  at  Gore  Hill 
near  Great  Falls.  The  Air  National  Guard  Program  operates  under  both  federal  and  state  mandates  in  accordance  with  its 
dual  missions  and  is  mandated  by  the  United  States  and  Montana  Constitutions  and  Title  10,  Chapter  1-3,  MCA. 

Program  Highlights 


Air  National  Guard  Program 
Major  Budget  Highlights 


•  Increases  of  $1.1  million  over  the  biennium  consist  of  a  95  percent 
increase  in  federal  funds  and  a  5  percent  increase  in  general  fund. 
These  increases  are  primarily  due  to: 

•  Air  National  Guard  firefighter  overtime  of  $537,000 

•  Air  National  Guard  security  increases  of  $288,000 

•  $270,000  in  statewide  present  law  adjustments 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 

Air  National  Guard  Pgm 

Program  Funding 

Base 
FY  2004 

%  of  Base         Budget 
FY  2004         FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

01 100  General  Fund 
03132  National  Guard 
Grand  Total 

$    281.946 

2.224.627 

$2,506,573 

11.2%     $    312,935 

88.8%       2,745.389 

100.0%     $3,058,324 

10.2% 

89.8% 

100.0% 

$    310,191 

2,740,957 

$3,051,148 

1 0.2% 

89.8% 

100.0% 

The  Air  National  Guard  program  is  primarily  funded  with  75  percent  federal  funds  and  25  percent  general  ftind  state 
I  match.  Personal  services  costs  for  firefighters  and  security  services  are  1 00  percent  federally  fimded. 
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Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustmenls 

Fiscal  2006- 

General               State 

Floral  2007    

Federal 

Total 

General 

State 

Federal 

Total 

FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 

1 74,623 

178,743 

Vacancy  Savings 
Inflation/Deflation 

(62,241) 
38,891 

(62,402) 
30,098 

Fixed  Costs 

(10,773) 

(16,710) 

Total  Statewide  Present  Law  Adjustments 

$140,500 

$129,729 

DP  10  -  AIR  GUARD  Firefighter  Overtime 

0.00                        0 

0 

268,868 

268,868 

0.00 

0 

0 

268,868 

268,868 

DP  12  -  AIR  GUARD  Security 

0.00                      0 

0 

142,383 

142,383 

0.00 

0 

0 

145,978 

145,978 

Total  Other  Present  Law  Adjustments 

0.00                     SO 

$0 

$41US1 

$41US1 

0.00 

$0 

$0 

$414,846 

$414,846 

Grand  Total  All  Present  Law  Adjustments 

$551,751 

$544,575 

LFD 
COMMENT 


Increases  in  statewide  present  law  adjustments  are  primarily  because  Air  National  Guard  personnel 
deployed  in  Iraq  in  the  base  year  were  officially  on  leave  without  pay.  Present  law  adjustments  fully 
fund  these  positions. 


DP  10  -  AIR  GUARD  Firefighter  Overtime  -  The  executive  requests  an  increase  in  federal  special  revenue  for  overtime 
pay  for  state  firefighters  in  the  Air  National  Guard  per  year.  All  FLSA  overtime  must  be  paid  for  all  firefighter  hours 
worked  exceeding  212  in  a  two-pay  period  month.  The  contractual  agreement  requires  these  items  to  be  paid  when 
earned. 


LFD 
COMMENT 


The  Air  National  Guard  firefighters  have  a  union  contract  that  stipulates  the  minimum  number  of 
hours  to  be  worked  each  year  is  2,496.    All  hours  in  excess  of  2,080  are  removed  from  the  adjusted 
base  each  biennium,  thereby  creating  a  decision  package  each  biennium  to  restore  the  appropriation 
for  hours  in  excess  of  2,080. 


DP  12  -  AIR  GUARD  Security  -  The  executive  requests  additional  spending  authority  for  an  increase  in  contracted 
security  services  for  the  Air  National  Guard.  The  Air  National  Guard  uses  a  security  contactor  to  perform  a  portion  of 
the  security  requirements  for  the  Air  National  Guard  base  at  Gore  Hill  in  Great  Falls.  The  120*  fighter  wing  located  in 
Great  Falls  is  still  under  a  heightened  security  alert  following  the  September  11,  2001  terrorist  attack.  This  heightened 
alert  requires  that  two  security  officers  are  on  duty  at  all  times.  Funding  for  this  request  previously  was  through  a  budget 
amendment.  Funding  is  100  percent  federal  special  revenue. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjuslinent 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

23.00 

0.00 

0.00 

23.00 

0.00 

0.00 

23.00 

23.00 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 

895,934 

180,156 

0 

1,039,597 

266,765 

47,734 
0 
0 

0 
0 
0 
0 

1,162,699 

227,890 

0 

1,039,597 

268,168 

31,161 

0 

0 

0 
0 
0 
0 

1,164,102 

211,317 

0 

1,039,597 

2,326,801 

439,207 

0 

2,079,194 

Total  Costs 

$2,115,687 

$314,499 

$0 

$2,430,186 

$299,329 

$0 

$2,415,016 

$4,845,202 

General  Fund 
State/Other  Special 
Federal  Special 

456,031 

14,437 

1,645,219 

173,266 

0 

141,233 

0 
0 
0 

629,297 

14,437 

1,786,452 

165,833 

0 

133,496 

0 
0 
0 

621,864 

14,437 

1,778,715 

1,251,161 

28,874 

3,565,167 

Total  Funds 

$2,115,687 

$314,499 

$0 

$2,430,186 

$299329 

$0 

$2,415,016 

$4,845,202 

Program  Description 

The  Disaster  and  Emergency  Services  Division  duties  and  responsibilities  are  provided  for  under  Title  10,  Chapter  3, 
MCA.  The  division  is  responsible  for  the  coordination,  development  and  implementation  of  emergency  management 
planning,  mitigation,  response,  and  recovery  statewide.  This  responsibility  includes  the  administration  and  disbursement 
of  Federal  Homeland  Security  and  Emergency  Management  funds  to  eligible  political  subdivisions  and  tribal  nations 
across  the  state.  The  division  maintains  a  24-hour  a  day  point  of  contact  to  coordinate  the  volunteer,  state,  and  federal 
response  for  assistance  to  political  subdivisions  and  tribal  nations  in  the  event  of  an  incident,  emergency,  or  disaster. 

Program  Highlights 


Disaster  and  Emergency  Services 
Major  Budget  Highlights 


Increases  of  $614,000  over  the  biennium  consist  of  45  percent  in 
federal  funds  and  55  percent  general  fund.  These  increases  are 
primarily  due  to: 

•  $535,000  in  statewide  personal  services  adjustments 

•  Increases  in  fixed  cost  assessments  of  $79,000 


Major  LFD  Issues 


•     All   homeland  security  funding  would  be  added  through  budget 
amendment  in  the  interim  without  legislative  input 
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LFD 
ISSUE 


Homeland  Security  Funding 

Since  the  attacks  of  September  11,  2001,  federal  funding  for  homeland  security  has  increased  significantly. 
During  the  last  biennium.  Disaster  and  Emergency  Services  (DES)  received  approximately  $46  million  in  homeland 
security  fimding  for  the  State  of  Montana.  Eighty  percent  of  homeland  security  funding  is  passed  though  to  the  counties 
for  personal  protective  equipment  for  those  responding  to  weapons  of  mass  destruction,  decontamination  equipment, 
emergency  management  planning,  communication  upgrades,  and  equipping  the  county  for  local  emergency  responses. 
Appropriation  authority  for  all  funding  received  through  homeland  security  grants  was  obtained  through  budget 
amendments  and  does  not  appear  in  the  base.  DES  has  stated  that,  while  funding  from  the  federal  government  is  very 
likely,  they  cannot  speculate  on  when  or  what  level  of  resources  will  be  provided.  Consequently,  it  is  the  position  of  the 
executive  that  any  funds  received  in  the  2007  biennium  will  once  again  be  requested  in  a  budget  amendment  during  the 
interim,  and  no  funds  are  requested  in  this  budget. 


The  legislature  is  the  appropriations  authority  in  the  State  of  Montana.  Budget  amendment  authority  represents  a 
voluntary  sharing  of  that  authority  with  the  executive  (and  other  statutorily  designated  approving  authorities)  so  that 
federal  funds  (and  some  state  special  revenue  funds  in  an  emergency)  made  available  during  the  interim  either  are  not 
foregone  or  do  not  require  a  special  session  to  provide  the  expenditure  authorization.  Because  it  gives  appropriations 
authority  to  entities  other  than  the  legislature,  statute  puts  strict  limits  on  when  and  how  these  appropriations  can  be 
added.  Among  other  conditions,  the  requesting  agency  could  not  have  had  knowledge  of  the  matter  in  time  for  the 
legislature  to  act.  This  provision  is  also  provided  in  recognition  of  the  legislature's  role  not  only  as  the  constitutional 
appropriations  authority,  but  also  in  the  establishment  of  public  policy. 

The  issue  for  the  legislature  is  whether  it  wishes  to  defer  to  the  executive  the  determination  of  how  a  potentially 
significant  amount  of  federal  funds  for  an  issue  of  national  and  statewide  security  and  emergency  response  will  be 
expended. 

Option  A  -  Require  the  Department  of  Military  Affairs  to  provide  a  full  report  on  previous,  current,  and  planned 
expenditures  of  federal  funds  for  homeland  security  related  activities,  including  likely  policy  and  funding  scenarios.  The 
legislature  could  then  provide  poUcy  direction  to  the  executive.  The  policy  direction  could  be  done  through  either: 

•  An  appropriation  of  an  estimated  amount  in  HB  2,  directing  how  the  appropriation  could  be  spent  and/or 
outlining  legislative  priorities  or  direction;  or 

•  Policy  direction  in  HB  2  without  a  specific  appropriation. 

Option  B  -  Leave  all  determination  of  homeland  security  fimding  decisions  to  the  executive  in  the  interim. 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 

Disaster  &  Emergency  Ser 

Base 

%  of  Base         Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004         FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$    456,031 

21.6%     $    629,297 

25.9% 

$    621,864 

25.7% 

02335  Des  Training  Conference 

14,437 

0.7%            14,437 

0.6% 

14,437 

0.6% 

03 1 34  Disaster  &  Emergency  Services 

1,645.219 

77.8%        1,786,452 

73.5% 

1,778,715 

73.7% 

Grand  Total 

$2,115,687 

100.0%     $2,430,186 

100.0% 

$2,415,016 

100.0% 

The  Disaster  and  Emergency  Services  Division  is  supported  with  general  fund,  state  special  revenue,  and  federal  ftinds. 
The  disaster  coordination  functions  that  provide  support  to  commimities  and  contribute  to  the  overall  mission  of  the 
division  are  usually  funded  on  a  50/50  basis  with  general  fimd  and  federal  funds.  Disaster  coordination  functions 
focusing  on  specifically  identified  hazards  or  fimctions  are  usually  funded  100  percent  with  federal  funds.  State  special 
revenue  is  fee  revenue  from  individuals  who  attend  division-sponsored  workshops  and  conferences  and  is  used  to 
support  these  functions. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

General 
F 1  h                  Fund 

Stale 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

315,212 

(48,447) 

(18) 

47,752 

316,671 

(48,503) 

(16) 

31,177 

Total  Statewide  Present  Law  Adjustments 

$314,499 

$299,329 

Grand  Total  All  Present  Law  Adjustments 

$314,499 

$299,329 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

22.00 

1.00 

0.00 

23.00 

1.00 

3.00 

23.00 

23.00 

Personal  Services 
Operating  Expenses 
Equipment 
Capital  Outlay 

787,666 

399,651 

0 

0 

140,259 

201,468 

0 

0 

0 

0 

75,000 

0 

927,925 

601,119 

75,000 

0 

140,616 

198,581 

0 

0 

0 
0 
0 

0 

928,282 

598,232 

0 

0 

1,856,207 

1,199,351 

75,000 

0 

Total  Costs 

$1,187,317 

$341,727 

$75,000 

$1,604,044 

$339,197 

$0 

$1,526,514 

$3,130,558 

General  Fund 
State/Other  Special 
Federal  Special 

659,551 

527,766 
0 

254 

341,473 

0 

0 

75,000 

0 

659,805 

944,239 

0 

0 

339,197 

0 

0 
0 
0 

659,551 

866,963 

0 

1,319,356 

1,811,202 

0 

Total  Funds 

$1,187317 

$341,727 

$75,000 

$1,604,044 

$339,197 

$0 

$1,526,514 

$3,130,558 

Program  Description 

The  Veterans  Affairs  Division  assists  discharged  veterans  and  their  families,  cooperates  with  state  and  federal  agencies, 
promotes  the  general  welfare  of  veterans,  and  provides  information  on  veterans'  benefits.  The  program  also  administers 
the  veterans'  cemeteries  located  at  Miles  City  and  at  Fort  Harrison,  in  Helena.  The  Board  of  Veterans'  Affairs  is 
administratively  attached  to  the  Department  of  Military  Affairs  and  operates  under  a  state  mandate  provided  in  Title  10, 
Chapter  2,  MCA. 

Program  Highlights 


Veterans  Affairs  Program 
Major  Budget  Highlights 


•     The  increases  of  $756,000  over  the  biennium  in  state  special  revenue 
are  primarily  due  to  the  following  items: 

•  An  increase  in  operational  and  maintenance  costs  for  the 
two  cemeteries  is  $483,000 

•  A  mobile  service  van  for  outreach  program  is  $75,000 

•  Increases   in   statewide   present   law   adjustments   total 
$198,000 


Major  LFD  Issues 


Structural  imbalance  in  state  special  revenue  account 


Program  Narrative 

The  2003  Legislature  passed  SB  401,  which  altered  administration,  operations,  and  service  programs  for  the  Montana 
Veterans'  Affairs  Division.  There  were  two  fiscal  impacts  from  SB  401:  1)  A  50-cent  "veterans  services"  fee  was 
enacted  on  light  vehicle  registration.  The  new  vehicle  registration  fee  generated  $279,586  in  FY  2004  and  $559,173  in 
FY  2005;  and  2)  A  patriotic  license  plate  was  authorized.  The  license  plate  has  not  yet  been  designed  and  so  no  revenue 
has  been  collected.  Revenues  from  both  fees  are  deposited  into  a  state  special  revenue  account,  which  funds  3.0  FTE  for 
additional  outreach  services.    A  new  veterans'  service  office  was  opened  in  Havre  to  better  serve  the  "hi-line"  and 
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additional  outreach  services  programs  were  established  at  the  Montana  state  prison,  Montana  state  hospital,  and  the  DUI 
WATCH  program.  The  funding  from  this  special  account  also  provides  new  and  updated  technology  for  the  division. 

Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  bienniimi  as  recommended  by 
the  Governor. 


Program  Funding 

Table 

Veterans  Affairs  Program 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$    659,551 

55.5% 

$    659,805 

41.1% 

$    659,551 

43.2% 

02214  Veterans  Affairs  Cemeteries 

247,425 

20.8% 

454,128 

28.3% 

453,715 

29.7% 

02548  Veterans  Affaire  Sb401 

262,173 

22.1% 

431,943 

26.9% 

355,080 

23.3% 

02550  Ft  Harr  Va  Cemetery  Donations 

7,995 

0.7% 

17,995 

1.1% 

17,995 

1.2% 

0255 1  Ft  Harr  Va  Cemetery  Plot  Allow 

6,624 

0.6% 

16,624 

1.0% 

16,624 

1.1% 

02552  Estm  Mt  Va  Cemetery  Plot  All 

- 

. 

10,000 

0.6% 

10,000 

0.7% 

02553  Estm  Mt  Va  Cemetery  Donations 

3.549 

0.3% 

13,549 

0.8% 

13.549 

0.9% 

Grand  Total 

$1,187,317 

100.0% 

$1,604,044 

100.0% 

$1,526,514 

100.0% 

The  Veterans  Affairs  Division  is  funded  with  general  ftind  and  state  special  revenue  from  SB  401  for  all  functions  within 
the  division  except  cemetery  operations.  Veterans  cemetery  operations  are  flilly  funded  by  state  special  revenue  from 
donations,  veteran  license  plate  fees,  and  cemetery  plot  allowances. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustmenis 


FTE 


General 

Fund 


-Fiscal  2006— 
State 
Special 


Federal 
Special 


Total 
Funds 


FTE 


Fiscal  2007- 

General  Slate  Federal  Total 

Fund  Special  Special  Funds 


I'crsonal  Services 
\  jcancy  Savings 
liillation/Deflation 
i  ixcd  Costs 

Total  Statewide  Present  Law  Adjustments 

DP  7  -  FTE  for  the  Veterans  Cemetery 

1.00  0 

DP  8  -  Continue  Cemetary  Maintenance 

0.00  0 

Total  Other  Present  Law  Adjustments 

1.00  $0 

Grand  Total  All  Present  Law  Adjustments 


1,399 
240,000 

$241,399 


0 
0 

SO 


144,131 

(37,271) 

(3,179) 

(3.353) 

SI00328 


1,399 
240,000 

$241^99 

$341,727 


1.00 
0.00 

1.00 


0 
0 

$0 


1,381 
240,000 

$241381 


0 
0 

$0 


144,522 

(37,287) 

(3.101) 

(6,318) 

$97,816 


1,381 
240,000 

$241381 
$339,197 


DP  7  -  FTE  for  the  Veterans  Cemetery  -  The  executive  requests  adding  one  full-time  employee  to  operate  and  maintain 
the  Eastern  Montana  Veterans  Cemetery  located  in  Miles  City.  Currently  the  cemetery  is  operated  and  maintained 
through  two  contracts:  one  for  sexton  services,  and  the  other  for  grounds  maintenance  and  grave  excavation.  The  two 
contracts  total  $32,000  a  year.  The  executive  requests  1 .00  FTE  for  both  services  at  an  estimated  expense  of  $34,500, 
which  includes  wages,  benefits  and  insurance  costs.  The  current  contracts  expire  June  30,  2005;  the  FTE  would  be 
effective  July  1,  2005.  This  request  is  ftmded  entirely  from  the  Veterans  Affairs  Cemeteries  Fund. 
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LFD 
COMMENT 


In  FY  2000,  0.50  FTE  was  eliminated  from  Eastern  Montana  Veterans  Cemetery  in  Miles  City  that 
supported  the  administration,  operations,  and  maintenance  of  the  cemetery,  and  the  Governor  opted 
to  have  these  services  maintained  through  service  contacts. 


DP  8  -  Continue  Cemetary  Maintenance  -  The  executive  requests  state  spending  authority  of  up  to  $240,000  a  year  to 
operate,  maintain,  and  administer  the  Eastern  Montana  State  Veterans  Cemetery  located  in  Miles  City  and  the  Montana 
State  Veterans  Cemetery  located  in  Helena.  Funding  for  these  requests  comes  from:  1 )  The  Veterans  Affairs  Cemeteries 
fund  of  $200,000  a  year;  and  2)  $10,000  each  from  donations  and  plot  allowances  from  Ft  Harrison  and  Eastern  Montana 
for  a  total  of  $40,000  a  year. 


The  state  special  revenue  account  for  Eastern  Montana  cemetery  donations  has  insufficient  fimds  for  the 
proposed  executive  operations.    With  a  current  cash  balance  of  $2,140  and  average  donations  collected  of 
$1,039  a  year,  it  appears  unlikely  that  the  $10,000  in  donations  assumed  in  the  executive  budget  will  be 
available  each  year.  The  proposed  executive  operations  would  indicate  a  proposed  structural  imbalance  in  the  account. 


LFD 
ISSUE 


Figure 

1 

Eastern  Montana  Cemetary  Donation  Fund 

FY  2002  through 

FY  2007 

Actual          Actual 

Actual        Projected 

Projected 

Projected 

mponent 

FY  2002      FY  2003 

FY  2004      FY  2005 

FY  2006 

FY  2007 

ginning  Fund  Balance 

$1,491          $4,553 

$5,198         $1,601 

$1,921 

$2,241 

venues 

3,062              645 

0            1,040 

1,040 

1,040 

penditures 

0                  0 

3,597              720 

720 

720 

ding  Fund  Balance 

4,553            5,198 

1,601            1,921 

2,241 

2,561 

New  Proposals 

New  Proposals 

..    „    Fi<:r;il  7006    -    

FIH 

General 
Fund 

_Fi«raI  7007—      - 

General               State 
Program                FTE                  Fund                Special 

Federal 
Special 

Total 
Funds 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  16  -  Purchase  a  Mobile  Veterans  Service  Van  -  OTO 

31              0.00                       0               75,000 

Total               0.00                      $0              $75,000 

0 
$0 

75,000 
$75,000 

0.00 
0.00 

0 

$0 

0 
$0 

0 

$0 

0 
$0 

DP  16  -  Purchase  a  Mobile  Veterans  Service  Van  -  OTO  -  The  executive  requests  procuring  a  mobile  veterans  service 
van  for  the  statewide  veterans'  services  outreach  program.  The  new  van  would  primarily  be  used  for  creating  and 
processing  compensation  claims  (typically  disability  and  pension)  in  areas  not  served  by  the  current  outreach  program. 
The  new  mobile  van  will  be  a  custom  built  24-foot,  handicapped  accessible  vehicle,  equipped  with  two  office  areas, 
equipment,  and  technology  capable  of  completing  a  veteran's  claim  for  compensation.  Funding  for  this  request  is  the 
state  special  revenue  account  created  in  SB  401. 
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Section  E 


JOINT  SUBCOMMITTEES  OF  HOUSE  APPROPRIATIONS 
AND  SENATE  FINANCE  COMMITTEES 


-Agencies- 


Ollkc  olPublic  Instruction 
Board  of  Public  Education 
School  for  the  Deaf  and  Blind 
Montana  Arts  Council 
State  Library  Commission 
Montana  Historical  Society 


Montana  Umversity  System  (MUS) 
Commissioner  of  Higher  Education/ 
Community  Colleges 

University  Units  and  Colleges  ofTechnology 
Agricultural  Experiment  Station 
Extension  Service 

Forestry  &  Conservation  Experiment  Station 
Bureau  of  Mines  &  Geology 
Fire  Services  Training  School 


-Committee  Members- 


House* 

Representative  Rosie  Buz/as 
Representative  Bill Glaser 
Representativ  e  Verdell  Jackson 


Senate 

Senator  John  Esp 
Senator  Don  Ryan 
Senator  Carol  Williams 


■Fisciil  Division  Staff- 


Jim  Slandaert 

Alan  Peura 

MariJynDauniiller 


*  At  press  time,  an  election  challenge  with  potential  impact  on  committee  structure  is  still  unresolved 
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Agency  Proposed  Budget 

The  following  table  summarizes  the  total  executive  budget  proposal  for  the  agency  by  year,  type  of  expenditure,  and 
source  of  funding. 


Agency  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budgel  Item 

Budget 

Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budgel 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budgel 
Fiscal  2007 

Exec.  Budgel 

Fiscal  06-07 

FTE 

125.31 

4.35 

1.00 

130.66 

4.40 

1.50 

131.21 

131.21 

Personal  Services 
Operating  Expenses 
Equipment 
Ixxal  Assistance 
Grants 

6,115,508 

7,434,615 

76,335 

509,984,289 

119,604,611 

631,352 

2,395,039 

5,000 

8,466,265 

14,082,528 

51,599 

238,970 

50,463 

2,170,593 

85,000 

6,798,459 

10,068,624 

131,798 

520,621,147 

133,772,139 

627,602 

2,721,324 

0 

1 3,899.729 

21,003,299 

75,924 

258,403 

50,463 

3,090,015 

85,000 

6,819,034 

10,414,342 

126,798 

526,974,033 

140,692,910 

13,617,493 

20,482,966 

258,596 

1,047,595,180 

274,465,049 

Total  Costs 

$643,215358 

$25,580,184 

$2396,625 

$671392,167 

$38,251,954 

$3,559,805 

$685,027,117 

$1356,419,284 

General  Fund 
State/Other  Special 
Federal  Special 

514,085,061 

943,936 

128,186,361 

8,713,666 

15,843 

16,850,675 

2,588,625 

8,000 

0 

525,387,352 

967,779 

145,037,036 

14,164,535 

15,848 

24,071,571 

3,551,805 

8,000 

0 

531,801,401 

967,784 

152,257,932 

1,057,188,753 

1,935,563 

297,294,968 

Total  Funds 

$643,215,358 

$25,580,184 

$2,596,625 

$671392,167 

$38,251,954 

$3,559,805 

$685,027,1 17 

$1356,419,284 

Agency  Description 

The  Superintendent  of  Public  Instruction  is  an  elected  official  authorized  by  Article  VI,  Section  1,  of  the  Montana 
Constitution.  The  Office  of  Public  Instruction  (OPI)  provides  distribution  of  funding  and  services  to  Montana's  school- 
age  children  and  to  teachers  in  approximately  450  school  districts.  The  staff  provides  technical  assistance  in  planning, 
implementing,  and  evaluating  educational  programs  in  such  areas  as  teacher  preparation,  teacher  certification,  school 
accreditation,  school  curriculum,  school  finance,  and  school  law.  The  staff  also  administers  a  number  of  federally-funded 
programs  and  provides  a  variety  of  information  services. 

Agency  Highlights 


Office  of  Public  Instruction 
Major  Budget  Highlights 


The  Governor's  recommended  general  fund  budget  for  OPI  is 
substantially  present  law  increases  only,  and  does  not  address  the 
Court  decision  which  declared  the  existing  funding  methodology 
unconstitutional. 

OPI's  Administration  budget  increases  by  $7.1  million  during  the 
2007  biennium  compared  with  fiscal  2004.  Federal  funds  increase 
$5.9  million  and  state  general  fund  increases  $1.2  million.  The  largest 
component  of  the  general  fund  increase  is  for  development  of 
curriculum  and  teacher  treiining  for  the  Indian  Education  for  All  Act. 
OPI's  budget  for  distribution  to  schools  increases  by  $62.9  million 
during  the  2007  biennium.  Of  this  amount,  $27.8  million  is  an 
increase  in  state  general  fimd  and  $35.1  million  is  an  increase  in 
federal  authority. 

In  the  general  fund  distribution  to  schools,  the  executive  proposes  to: 
•  Increase  present  law  BASE  aid  by  $16.4  million,  which 
reflects  a  BASE  aid  reduction  of  $11.9  million  for 
declines  in  ANB,  a  BASE  aid  increase  of  $29.0  million  for 
inflation,  and  adjustments  for  higher  common  school 
revenue  estimates  (which  result  in  reductions  in  general 
fund  BASE  aid)  of  $0.7  million 
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•  Increase  present  law  special  education  spending  by  $1.5 
million,  and  add  new  special  education  spending  of  $2.3 
million 

•  Increase  present  law  school  facility  spending  by  $0.3 
million  and  new  school  facility  spending  by  $2.0  million. 

•  Increase  present  law  transportation  spending  by  $0.3 
million 

•  Increase  present  law  HB  1 24  block  grants  by  $  1 .9  milUon. 

•  Increase  secondary  vocational  education  spending  by  $0.6 
million 

•  Increase  gifted  and  talented  spending  by  $0.2  million. 

•  Increase  present  law  bieimial  appropriations  by  $0.4 
million 

In  federal  distribution  to  schools  spending  the  executive  proposes  to: 

•  Increase  spending  on  special  education  by  $18.5  million. 

•  Increase  spending  for  the  federal  school  foods  program  of 
$9.9  million 

•  Increase  spending  on  the  Elementary  and  Secondary 
Education  Act  (ESEA)  program  by  $6.8  million  primarily 
for  the  21^'  Century  Program 


Major  LFD  Issues 


Higher  revenue  estimates  for  Base  Aid  adopted  by  the  Revenue  and 
Transportation  Interim  Committee  in  the  guarantee  fund  could  reduce 
general  fund  costs  by  $6.9  million. 


Agency  Discussion 

The  Office  of  Public  Instruction  budget  increases  by  $70.0  million  in  the  2007  biennium,  including  $7.1  million  for  OPI 
administration  and  $62.9  million  for  distribution  to  schools.  General  fund  increases  are  $1.2  million  for  OPI 
administration  and  $27.8  million  for  distribution  to  schools.  Increases  for  distribution  to  schools  are  predominantly 
present  law  adjustments  based  on  the  current  funding  formula. 

School  Funding  Lawsuit 

In  April  2004,  the  district  court  (Sherlock)  in  Columbia  Falls  v.  Montana  found  the  state  share  of  school  district  spending 
inadequate,  and  found  that  Montana's  funding  formula  is  not  reasonably  related  to  the  costs  of  providing  a  basic  system  of 
free  quality  public  elementary  and  secondary  schools.  The  case  was  appealed  to  the  Montana  Supreme  Court  in  June 
2004.  In  November,  the  Montana  Supreme  Court  affirmed  the  Sherlock  opinion  that  the  current  funding  system  is  not 
related  to  educationally  relevant  factors. 


As  a  result  of  this  decision,  the  legislature  is  directed  to: 

•  Define  the  educationally  relevant  elements  of  a  basic  system  of  free  quality  public  elementary  and  secondary 
schools 

•  Determine  the  costs  of  delivering  the  resources  required  by  that  system  for  both  operating  and  capital  expenses 

•  Devise  a  funding  formula  in  law  that  will  determine  the  state's  share  of  school  districts'  resources;  and 

•  Revise  or  augment  state  and  district  revenues  required  to  pay  for  the  system. 


The  effective  date  of  the  Sherlock  decision  is  October  1,  2005  and  the  Supreme  Court  affirmed  that  date. 
Sherlock  decision  also  allows  a  phase-in  of  the  ultimate  remedy  to  its  order. 


However,  the 
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The  executive  budget  was  submitted  before  the  Supreme  Court  upheld  the  Sherlock  Decision,  and  the  budget  is  based  on 
present  law. 

•  The  executive  budget  continues  the  current  funding  system,  and  offers  no  proposals  to  alter  it  to  reflect  the  cost  of 
educationally  relevant  factors. 

•  The  executive  budget  contains  no  proposals  to  fund  a  study  defining  educationally  relevant  factors  and  the  cost  of 
educationally  relevant  factors. 

The  Supreme  Court  also  affirmed  Sherlock's  conclusion  that  the  current  funding  system  violates  Article  X,  Section  1(2) 
of  the  Montana  Constitution  in  that  it  fails  to  recognize  the  distinct  and  unique  cultural  heritage  of  American  Indians  and 
has  shown  no  commitment  in  its  educational  goals  to  the  preservation  of  Indian  cultural  identity. 

•  The  executive  budget  proposes  no  new  program  or  spending  on  teaching  Indian  cultural  heritage  to  non-Indian 
students  at  the  district  level  nor  does  it  propose  a  new  program  or  spending  on  teaching  Indian  identity  to  Indian 
students.  The  executive  does  propose  to  develop  curriculum  materials  and  program  definitions  in  the 
administration  program. 

For  a  further  discussion  of  the  school  funding  lawsuit,  please  see  Volume  1  of  the  Legislative  Budget  Analysis,  2007 
biennium. 

Funding 

The  following  table  summarizes  funding  for  the  agency,  by  program  and  source,  as  recommended  by  the  Governor. 
Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 


Total  Agency  Funding 
2007  Biennium  Executive  Budget 

Agency  Program 

General  Fund          State  Spec.            Fed  Spec. 

Grand  Total 

Total  % 

06  State  Level  Activities 
09  Local  Education  Activities 
Grand  Total 

$       10,120,175     $          435,563     $     23,845,919 

1.047,068.578              1.500.000        273.449.049 

$1,057,188,753     $        1,935,563     $297,294,968 

$     34,401,657 

1.322.017.627 

$1,356,419,284 

3% 

97% 

100% 

OPI  has  two  programs,  state  level  activities,  more  commonly  known  as  OPI  administration,  and  local  education  activities, 
more  commonly  known  as  the  distribution  to  schools  program.  OPI  administration  receives  approximately  3 1  percent  of 
its  funding  from  the  general  fund  and  state  special  accounts.  The  remainder  of  the  OPI  administration  program  is  funded 
by  federal  funds.  The  distribution  to  schools  program  is  funded  79  percent  with  state  funds  and  the  remainder  with  federal 
funds.  Administration  is  2.5  percent  of  all  funds  requested  and  the  remainder  flows  to  school  districts. 

Biennium  Budget  Comparison 

The  following  table  compares  the  executive  budget  request  in  the  2007  biennium  with  the  2005  biennium  by  type  of 
expenditure  and  source  of  fiinding.  The  2005  biennium  consists  of  actual  FY  2004  expenditures  and  FY  2005 
appropriations. 
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Biennium  Budget  Comparison 
Budget  Item 

Present 
Law 

Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

Present 

Law 

Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 

Biennium 

Fiscal  04-05 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

129.66 

1.00 

130.66 

129.71 

1.50 

131.21 

125.31 

131.21 

Personal  Services 
Operating  Expenses 
Equipment 
Local  Assistance 
Grants 

6,746,860 

9,829,654 

81,335 

518,450,554 

133,687,139 

51,599 

238,970 

50,463 

2,170,593 

85,000 

6,798,459 

10,068,624 

131,798 

520,621,147 

133,772,139 

6,743,110 

10,155,939 

76,335 

523,884,018 

140,607,910 

75,924 

258,403 

50,463 

3,090,015 

85,000 

6,819,034 

10,414,342 

126,798 

526,974,033 

140,692,910 

12,281,079 

20,854,975 

128,637 

1,020,697,780 

255,203,067 

13,617,493 

20,482,966 

258,596 

1,047,595,180 

274,465,049 

Total  Costs 

$668,795,542 

$2,596,625 

$671,392,167 

$681,467,312 

$3,559,805 

$685,027,117 

$1,309,165,538 

$1,356,419,284 

General  Fund 
State/Other  Special 
Federal  Special 

522,798,727 

959,779 

145,037,036 

2,588,625 

8,000 

0 

525,387,352 

967,779 

145,037,036 

528,249,596 

959,784 

152,257,932 

3,551,805 

8,000 

0 

531,801,401 

967,784 
152,257,932 

1,028,977,504 

1,891,952 

278,296,082 

1,057,188,753 

1,935,563 

297,294,968 

Total  Funds 

$668,795,542 

$2,596,625 

$671,392,167 

$681,467,312 

$3,559,805 

$685,027,117 

$1,309,165,538 

$1,356,419,284 

Total  spending  for  both  programs  in  OPI  will  increase  by  approximately  $47.3  million  between  the  two  biennia.  General 
fund  spending  increases  $28.2  million,  and  federal  funds  increase  by  $19.0  million.  The  general  fund  increase  is  slightly 
misleading  because  not  shown  is  funding  provided  by  the  guarantee  fund,  which  statutorily  appropriates  common  school 
interest  and  income  and  does  not  appear  in  HB  2.  During  the  2005  biennium  approximately  $103.4  million  will  be  spent. 
In  the  2007  biennium,  it  is  expected  that  $99.0  million  will  be  spent  out  of  the  guarantee  fund  under  the  executive's 
recommendation,  for  a  decrease  of  $4.4  million. 


New  Proposals 

The  "New  Proposal"  table  summarizes  all  new  proposals  requested  by  the  executive.  Descriptions  and  LFD  discussion  of 

each  new  proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

p;« — I  onrt-7 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

Program                 FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  4  -  Indian  Education  for  All 

06                  1.00            248,032 

0 

0 

248,032 

1.00 

247,873 

0 

0 

247,873 

DP  6  -  Special  Education  Increase 

09                  0.00            885,593 

0 

0 

885,593 

0.00 

1,805,015 

0 

0 

1,805,015 

DP  1 7  -  Educator  Preparation  Unit  Reviews 

06                   0.00                        0 

8,000 

0 

8,000 

0.00 

0 

8,000 

0 

8,000 

DP  21  -  Additional  School  Facility  Reimbursement 

09                  0.00          1,000,000 

0 

0 

1,000,000 

0.00 

1,000,000 

0 

0 

1,000,000 

DP  50  -  Additional  funding  -  Gifted  and  Talented 

09                  0.00              85,000 

0 

0 

85,000 

0.00 

85,000 

0 

0 

85,000 

DP  5 1  -  Additional  funding  -  Career  &  Technical  Education 

09                   0.00             285,000 

0 

0 

285,000 

0.00 

285,000 

0 

0 

285,000 

DP  53  -  Gifted  and  Talented  Assistance 

06                   0.00                        0 

0 

0 

0 

0.50 

43,917 

0 

0 

43,917 

DP  54  -  Audiology  equipment  -  Restricted/OTO 

06                   0.00               85,000 

0 

0 

85,000 

0.00 

85,000 

0 

0 

85,000 

Total                  1.00        $2388,625 

$8,000 

$0 

$2,596,625 

1.50 

$3,551,805 

$8,000 

$0 

$3,559,805 

Elected  Officials  New  Proposals 

As  an  elected  official,  the  Superintendent  of  the  Office  of  Public  Instruction  is  authorized  in  statute  to  bring  new  proposals 
to  the  legislature,  even  though  the  new  proposals  were  not  included  in  the  executive's  budget.  The  following  new 
proposals  were  presented  to  the  executive  but  were  not  approved: 

Program  -  Administration 

•        Request  for  4  FTE  as  accreditation/technical  assistance  specialists  -  in  math,  science,  reading  and  early  grades  - 
to  assist  in  achieving  improvement  in  these  areas.  Amount  requested  -  $0.84  million  during  the  2007  biennium. 


Office  Of  Public  Instruction 


E-4 


SUMMARY 


Office  Of  Public  Instruction SUMMARY 

•  Request  for  additional  gifted  and  talented  administration  of  $52,213  in  each  year  of  the  2007  biennium.  The 
executive  budget  includes  $43,917  in  fiscal  2007  only. 

•  Request  for  $33,000  in  stipend  monies  for  the  National  Board  Certification  Stipends  program  to  fund  up  to  $3,000 
per  teacher  during  the  2007  biennium. 

•  Request  for  $91 ,000  for  the  surplus  computers  program.  The  executive  request  is  for  $73,000. 

•  Request  for  $7,080  for  the  education  licensure  program.  The  executive  request  is  for  $3,540  per  year. 

•  Request  to  establish  databases  of  accreditation  and  student  improvement  data  for  use  by  educators,  administrators, 
and  parents.  Amount  requested  was  $92,414  in  each  year  of  the  2007  biennium. 

•  Request  to  develop  a  data  warehouse  with  student-centered  information  that  would  be  useful  to  students,  higher 
education,  and  employers.  Amoimt  requested  was  $0.8  million  and  an  additional  3  FTE.  It  was  expected  that 
federal  and  competitive  grant  monies  would  be  $0.4  million. 

•  Request  of  $0.15  million  to  pay  costs  associated  with  Department  of  Administration  charges  for  operation  of  the 
state  accounting,  budgeting  and  human  resource  system  (SABHRS). 

Program  -  Distribution  to  Schools 

•  Request  for  a  per-educator  entitlement  of  $1,000  per  certified  FTE.  This  would  be  added  to  the  BASE  aid 
entitlement  formula  and  would  cost  approximately  $25.7  million  during  the  2007  biennium. 

•  Request  for  volimtary  ftill-day  kindergarten  for  schools  that  wish  to  participate.  Amount  of  the  proposal  would  be 
$22  million  in  the  2007  bieimium. 

•  Request  for  increase  in  the  gifted  and  talented  program.  The  request  is  for  an  additional  $200,000  per  year  above 
the  base  year  amount  of  $150,000.  The  executive  request  is  for  an  additional  $85,000  per  year  above  the  base 
year  amount. 

•  Request  for  an  increase  in  the  state  vocational  education  amount  of  $585,000  per  year  above  the  current  base  year 
amount  of  $715,000  per  year.  The  executive  request  is  for  an  additional  $285,000  above  the  base  year  amount. 

•  Request  for  additional  school  facility  reimbursement  monies  in  the  amount  of  $6.8  million  during  the  2007 
biennium.  The  executive  request  is  for  $2.0  million  during  the  2007  biennium. 

Executive  Recommended  Legislation 

The  executive  recommends  two  initiatives  that  require  legislation: 

1 )  To  increase  school  funding  entitlements  by  the  ratio  of  inflation  as  required  by  the  statutory  definition  of  present 
law.  Currently  the  inflation  factors  in  law  are  required  to  be  placed  in  the  budget  proposed  by  the  executive  to  the 
legislature,  which  the  legislature  may  ignore.  This  would  bind  the  legislature  to  these  inflation  factors  and  would 
require  positive  legislative  action  to  rescind. 

2)  To  require  that  OPI  repay  the  tuition  for  state  placed  students  to  districts  instead  of  the  county  paying  these  costs 
from  statewide  school  levies.  Currently  tuition  is  deducted  from  the  55  mills  in  the  county  in  which  a  student 
lives  and  transferred  to  the  county  and  school  district  in  which  the  student  is  educated.  This  proposal  would 
require  the  state  to  directly  fund  the  costs  of  the  state-placed  student  out  of  the  general  fimd  of  the  state. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

125.31 

4.35 

1.00 

130.66 

4.40 

1.50 

131.21 

131.21 

Personal  Services 
Operating  Expenses 
Equipment 
Local  Assistance 
Grants 

6,115,508 

7.432,791 

76,335 

19,301 

0 

631,352 

2,394,863 

5,000 

4,000 

0 

51,599 

238,970 

50,463 

0 

0 

6,798,459 

10,066,624 

131,798 

23,301 

0 

627,602 

2,721,148 

0 

4,000 

0 

75,924 
258,403 

50,463 
0 
0 

6,819,034 

10,412,342 

126,798 

23,301 

0 

13,617,493 

20,478,966 

258,596 

46,602 

0 

Total  Costs 

$13,643,935 

$3,035,215 

$341,032 

$17,020,182 

$3,352,750 

$384,790 

$17^81,475 

$34,401,657 

General  Fund 
State/Other  Special 
Federal  Special 

4,452,922 

193,936 

8,997,077 

243,552 

15,843 

2,775,820 

333,032 

8,000 

0 

5,029,506 

217,779 

11,772,897 

260,957 

15,848 

3,075,945 

376,790 

8,000 

0 

5,090,669 

217,784 
12,073,022 

10,120,175 

435,563 

23,845,919 

Total  Funds 

$13,6434*35 

$3,035,215 

$341,032 

$17,020,182 

$3,352,750 

$384,790 

$17381,475 

$34,401,657 

Program  Description 

The  State  Level  Activities  program  provides  leadership  and  coordination  of  services  to  a  variety  of  school  and  public 
groups.  The  staff  provides  assistance  to  the  Superintendent  of  Public  Instruction  in  performing  statutorily  prescribed 
duties.  The  program:  1)  supports  the  Superintendent's  statutory  role  with  the  Board  of  Public  Education,  Board  of 
Regents,  and  Land  Board;  2)  is  responsible  for  the  distribution  and  accounting  of  state  and  federal  fiinds  provided  to 
school  districts;  and  3)  provides  assistance  and  information  to  school  districts.  The  program  administers  all  federal  grants 
received  by  OPI,  including:  1)  curriculum  assistance;  2)  special  education;  3)  Elementary  and  Secondary  Education  Act 
(ESA)/No  Child  Left  Behind  (NCLB)  administration;  4)  secondary  vocational  education  administration;  and  5)  other 
educational  services. 


Program  Highlights 


OPI  Administration 
Major  Budget  Highlights 


OPI's  Administration  budget  increases  by  $7.1  million  during  the 
2007  biennium  compared  with  fiscal  2004.  Federal  funds  increase 
$5.9  million  and  state  general  fund  increases  $1.2  million.  The  largest 
component  of  the  general  fund  increase  is  for  development  of 
curriculimi  and  teacher  training  for  the  Indian  Education  for  All  Act. 
OPI's  Administration  program  increases  by  a  net  of  4.35  FTE,  with 
additions  of  0.25  added  for  the  surplus  computer  program  funded  by 
general  fund,  a  reduction  of  1.60  FTE  general  fund  due  to  statewide 
reductions,  and  an  increase  of  5.70  FTE  due  to  present  law  changes  in 
federal  funding. 

New  proposal  FTE  total  1 .0  additional  FTE  general  fund  to  develop  a 
curriculum  for  the  Indian  Education  for  All  Act. 
OPI's  general  fund  administration  budget  increases  due  to  new 
proposals  in  Indian  education  curriculum  development  and  teacher 
training,  expansion  of  gifted  and  talented  administration,  and  the 
purchase  of  audiology  equipment. 
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Major  LFD  Issues 


The  executive  proposes  $0.5  million  general  fund  and  1.0  FTE  to 
develop  curriculum  materials  and  teacher  training  in  Indian  education. 
There  are  no  proposals  to  spend  any  of  this  money  in  the  distribution 
to  schools  program. 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommend  by 
the  Governor. 


Program  Funding 

Table 

State  Level  Activities 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$   4.452,922 

32.6% 

$    5.029.506 

29.6% 

$   5,090,669 

29.3% 

02001  School  Lunch  Program 

84,678 

0.6% 

100,049 

0.6% 

100,051 

0.6% 

02012  Misc  Granis/Contracts-Budgeted 

- 

- 

- 

- 

- 

02402  Traffic  &  Safety  Education 

109^58 

0.8% 

109,730 

0.6% 

109,733 

0.6% 

02618  Prof  Educator  Prep  Program 

- 

- 

8.000 

0.0% 

8,000 

0.0% 

03002  Public  Instruction 

8.997.077 

65.9% 

11.772,897 

69.2% 

12.073.022 

69.5% 

03717  Jobs  And  Growth  Tax  Relief  Act 
Grand  Total 

_ 

. 

- 

. 

- 

$  13,643.935 

100.0% 

$17,020,182 

100  0% 

$17,381,475 

100.0% 

State  Level  Activities  are  funded  with  a  combination  of  general  fund,  state  special  revenue,  federal  funds,  and 
proprietary  funds. 


Figure  1 

OPI  Agency  Funding  By  Function  (with  New  Proposals) 

2007  Biennium  Executive  Budget 

Fiscal  2006 

Fiscal  2007 

Function 

General 
Fund 

State               Federal 
Special             Special 

Total 

General 
Fund 

State 
Special 

Federal 
Special 

Total 

Superintendent 

$876,212 

$0              $68,694 

$944,906 

$888,067 

$0 

$68,624 

$956,691 

Legal  Services 

419,811 

0              218,956 

638.767 

419,387 

0 

219,652 

639.039 

Information  Technology 

902,929 

0                        0 

902.929 

896,854 

0 

896.854 

Distribution  to  Schools 

724,616 

0                        0 

724,616 

724,204 

0 

0 

724.204 

Cumculum  Services 

511,148 

0           3,390,221 

3.901,369 

510,588 

0 

3,391,213 

3.901.801 

Accreditation 

226,137 

8,000              527,233 

761,370 

226,073 

8,000 

526,552 

760.625 

Health  Enhancement  &  Safety 

56.073 

209,779            1,508,453 

1,774,305 

58,061 

209,784 

1,508,785 

1.776,630 

Educational  Opportunity  &  Equity 

480.019 

0           2,536,395 

3,016,414 

523,397 

0 

2,538,816 

3,062,213 

Special  Education 

517,613 

0           2,894,960 

3,412,573 

529,274 

0 

3,191,402 

3.720,676 

Career  Technical  &  Adult  Education 
Total 

314,948 
$5,029,506 

0              627,985 
$217,779       $11,772,897 

942,933 

314,764 
$5,090,669 

0 

$217,784 

627,978 
$12,073,022 

942,742 
$17,381,475 

$17,020,182 
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Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fisr"'  '"^^'^ 

F'"-»'  ''f^i'' 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                  Fund 

Special 

Special 

Funds 

Kit 

Fund 

Special 

Special 

Funds 

Personal  Ser\'ices 

680,090 

674,854 

Vacancy  Savings 

(267,439) 

(267,236) 

Inflation/Deflation 

(4,295) 

(4,132) 

Fixed  Costs 

15,980 

18,407 

Total  Statewide  Present  Law  Adjustments 

$424,336 

$421,893 

DP  1 2  -  Provide  Funding  for  Surplus  Computers  for  Schools 

0.25              38,822 

0 

0 

38,822 

0.25 

33,808 

0 

0 

33,808 

DP  1 3  -  Education  Licensure  Increased  costs 

0.00                3,540 

0 

0 

3,540 

0.00 

3,540 

0 

0 

3,540 

DP  16  -  Audiology 

0.00              22,883 

0 

0 

22,883 

0.00 

34,477 

0 

0 

34,477 

DP  18  -  Statewide  Student  Assessment 

0.00               29,250 

0 

0 

29,250 

0.00 

43,250 

0 

0 

43,250 

DP  26  -  Growth  in  Commodities  and  Cooperative  Purchasing 

0.00                      0 

15,000 

0 

15,000 

0.00 

0 

15,000 

0 

15.000 

DP  27  -  Federal  Grant  Increases 

5.70                        0 

0 

2,457,751 

2,457,751 

5.70 

0 

0 

2,755,494 

2,755,494 

DP  29  -  Indirect  Cost  of  Base  Adjustments 

0.00               40,877 

843 

51,651 

93,371 

0.00 

40,336 

848 

51,769 

92,953 

DP  30  -  Statewide  FTE  Reduction 

(1.60)             (49,738) 

0 

0 

(49,738) 

(1.55) 

(47,665) 

0 

0 

(47,665) 

Total  Other  Present  Law  Adjustments 

435             $85,634 

$15,843 

$2309,402 

$2,610,879 

4.40 

$107,746 

$15,848 

$2,807,263 

$2,930,857 

Grand  Total  All  Present  Law  Adjustments 

$3,035,215 

$3,352,750 

DP  12  -  Provide  Funding  for  Surplus  Computers  for  Schools  -  OPI  began  administering  this  program  with  existing  staff 
and  resources  after  it  was  authorized  by  the  1999  Legislature  (18-6-101,  MCA).  As  a  result  of  growth  in  this  program, 
OPI  requests  increasing  an  existing  0.25  FTE  to  a  0.50  FTE,  providing  storage  space,  supplies,  phone  and  internet 
service  to  the  storage  facility,  and  providing  fimding  to  lease  or  purchase,  operate  and  maintain,  an  older  model  vehicle 
for  hauling  computers  from  a  state  agency  to  the  storage  facility.  The  general  fund  cost  for  these  increases  is  $38,822  in 
FY  2006  and  $33,808  in  FY  2007. 

DP  1 3  -  Education  Licensure  Increased  costs  -  The  executive  recommends  a  present  law  adjustment  for  the  Education 
Licensure  program  in  the  amount  of  $3,540  general  fimd  in  each  year  of  the  2007  biennium  for  increased  costs 
associated  with  scanning  education  licenses,  conducting  fingerprint-based  background  checks  for  initial  applicants  for  an 
educator  license,  and  for  additional  mailings  to  educators. 

DP  16  -  Audiology  -  Current  contracts  for  the  audiological  program  total  $355,156.  In  order  to  maintain  contractor 
participation,  OPI  anticipates  needing  to  provide  a  minimum  of  a  3  percent  increase  per  year.  A  3  percent  increase  totals 
$22,883  in  FY  2006  and  $34,477  in  FY  2007. 

Under  the  Individuals  With  Disabilities  Education  Act  (IDEA),  schools  are  required  to  have  an  effective  child-find 
system  in  place  for  individuals  with  disabilities  birth  through  21.  The  Hearing  Conservation  Program  is  the  primary 
method  in  which  public  schools  identify  students  who  may  have  a  hearing  impairment. 
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1  LID 

1  COMMKN1 

There  is  a  contingency  in  the  audiology  contract  that  allows  less  to  be  contracted  in  the  event  of 
inadequate  funding  from  the  legislature. 

DP  18  -  Statewide  Student  Assessment  -  This  request  is  for  a  present  law  adjustment  to  fimd  the  increased  costs 
associated  with  the  Office  of  Public  Instruction's  contract  with  Riverside  Publishing  Company  for  administration  of  the 
Iowa  Test  of  Basic  Skills  (ITBS)  in  grades  4  and  8,  and  the  Iowa  Test  of  Educational  Development  (ITED)  in  grade  11. 
The  statewide  student  assessment  is  required  by  the  Administrative  Rules  of  the  Board  of  Public  Education  for  the 
accreditation  of  schools  for  grades  4,  8,  and  11.  The  present  law  base  for  the  Statewide  Student  Assessment  is  $253,250 
general  fund.  The  executive  proposes  to  extend  the  contract  with  Riverside  Publishing  Company  for  fiscal  years  2006 
and  2007.  Riverside  Publishing  Company  has  provided  a  price  quote  of  $278,000  for  fiscal  2006  and  $292,000  for  fiscal 
2007.  The  present  law  adjustment  for  FY  2006  is  $29,250  and  for  FY  2007  is  $43,250  general  fund. 


LID 
COMlMKNT 


The  Iowa  Basic  tests  proposed  here  have  been  used  in  Montana  since  2001.  The  Iowa  Tests  are 
norm-referenced  tests  that  measiire  basic  skills.  In  a  norm-referenced  test,  student  achievement  is 
compared  to  the  achievement  of  students  in  a  national  norm  group.  Montana  also  uses  a  criterion- 
referenced  test  that  was  first  implemented  in  FY  2004.  A  criterion-referenced  test  is  a  test  aligned 
to  academic  content  standards.  The  Montana  Criterion-Referenced  Test  (CRT)  is  aligned  to  Montana  Content  Standards 
in  Reading  and  Mathematics.  In  the  CRT,  Montana  student  achievement  is  compared  to  achievement  on  those 
standards.  The  No  Child  Left  Behind  Act  requires  that  adequate  yearly  progress  (AYP)  be  measured  by  a  criterion- 
referenced  test.  OPI  has  a  contract  to  administer  the  current  CRT  with  the  firm  Measured  Progress.  The  contract  with 
Measured  Progress  is  approximately  $2.5  million  a  year  for  5  years  and  is  paid  for  with  federal  money.  It  is  usual  for 
criterion-referenced  tests  to  be  more  expensive  than  norm-referenced  tests.  The  Board  of  Public  Education  has  an 
assessment  committee  that  reviews  and  recommends  assessments  to  the  Board.  The  committee  is  currently  reviewing 
the  assessment  options  for  after  the  2007  biennium. 


DP  26  -  Growth  in  Commodities  and  Cooperative  Purchasing  -  This  increase  of  $15,000  in  state  special  spending 
authority  for  the  Commodities  and  Cooperative  Purchasing  budget  fi-om  the  current  $85,000  to  $100,000  for  each  year  of 
the  new  biennium  is  the  result  of  growing  use  of  the  program  by  private  and  public  entities. 

DP  27  -  Federal  Grant  Increases  -  This  increase  of  $15,000  in  state  special  spending  authority  for  the  Commodities  and 
Cooperative  Purchasing  budget  from  the  current  $85,000  to  $100,000  for  each  year  of  the  new  biennium  is  the  result  of 
growing  use  of  the  program  by  private  and  public  entities. 


LID 
COMMENT 


The  increased  spending  authority  would  be  used  to  cover  the  following:  1)  an  increase  in  the 
amount  of  commodity  foods  to  be  allocated  resulting  in  increased  food  storage  and  transportation 
costs  for  non-public  schools  and  private  residential  child  care  institutions;  and  2)  increased  project 
costs  for  the  cooperative  food  pixrchasing  program,  specifically,  travel  and  meeting  expenses  of  a 

newly  developed  committee  of  local  school  personnel  that  provides  input  on  ordering  and  processing  preferences  for 

foods  that  are  to  be  available  on  the  state  bid. 


DP  29  -  Indirect  Cost  of  Base  Adjustments  -  This  $5.2  million  increase  in  federal  spending  authority  for  grant  awards 
currently  administered  by  the  Office  of  Public  Instruction  is  due  to  normal  increases  in  federal  funding.  These  fiinds  are 
used  to  support  the  administration  of  current  federal  grants  and  to  provide  technical  assistance  to  sub-grantees  (districts 
and  cooperatives).  This  is  a  biennial  appropriation. 
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COM. M  KM 


The 


following  figure  lists  the  piuposes  of  the  federal  money. 


Figure  2 

Present  l^w  Changes  in  Federal  Grant  Administration 

2007  Biennium 

Base 

Fiscal 

Fiscal 

Grant 

2004 

2006 

2007 

Proerams  Increased 

Individuals  with  Disabilities  Education  Act,  Part  B 

$1,426,512 

$468,536 

$764,205 

Individuals  with  Disabilities  Education  Act,  Supervision 

113,256 

300,000 

300,000 

State  Assessments 

2,634,840 

1,151,630 

1,153,037 

Reading  First 

209,541 

511,322 

511,894 

Title  V,  LeamaA  Serve,  Character  Ed. 

182,053 

26,263 

26,358 

Total 

$4,566,202 

$2,457,751 

$2,755,494 

DP  30  -  Statewide  FTE  Reduction  -  This  decision  package  implements  an  FTE  reduction  equivalent  to  the  reductions 
taken  in  the  2003  legislative  session.  This  1 .60  FTE  and  $49,000  general  fund  per  year  would  be  removed  from  the 
budget  permanently. 

New  Proposals 


New  Proposals 

_ picr^}  7nnfi 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

Program 

KIE 

Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP4- 

Indian  Education  for  All 

06 

1.00 

248,032 

0 

0 

248,032 

1,00 

247,873 

0 

0 

247,873 

DP17 

-  Educator  Preparation  Unit  Reviews 

06 

0.00 

0 

8,000 

0 

8,000 

0.00 

0 

8,000 

0 

8,000 

DP  53 

-  Gifted  and  Talented  Assistance 

06 

0.00 

0 

0 

0 

0 

0.50 

43,917 

0 

0 

43,917 

DP  54 

-  Audiology  equipment  - 

Restricted/OTO 

06 

0.00 

85,000 

0 

0 

85.000 

0.00 

85,000 

0 

0 

85,000 

Total 

1.00 

$333,032 

$8,000 

$0 

$341,032 

1.50 

$376,790 

$8,000 

$0 

$384,790 

DP  4  -  Indian  Education  for  All  -  This  biennial  general  fund  appropriation  of  $0.5  million  and  1.00  FTE  is  to  respond  to 
the  constitutional  and  statutory  obligations  to  preserve  the  distinct  and  imique  cultural  heritage  of  American  fodians. 
This  appropriation  would  be  used  for: 

•  Armual  summit  and  focus  groups  to  receive/share  information  concerning  issues  in  the  education  of  American 
Indian  students  and  to  plan  for  the  implementation  of  Indian  Education  for  All 

•  Extensive  and  focused  professional  development  for  teachers  and  administrators 

•  Development  of  research  based  curricular  materials  and  teaching  strategies; 

•  Dissemination  of  effective  practices 

•  Regular  meetings  of  the  Montana  Advisory  Committee  for  Indian  Education  (MACEE)  to  provide  policy  advice 
to  the  State  Superintendent  and  Board  of  Public  Education;  and 

•  Creation  of  a  Native  American  Studies  curriculum  council 
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III) 

issui: 


The  Supreme  Court  found  that  Montana  inadequately  provides  funds  to  satisfy  Article  X,  Section  1(2)  of  the 
Montana  Constitution.  Although  this  proposal  allows  for  the  development  of  curriculum  and  teacher  training, 
no  money  in  the  distribution  program  has  been  allocated  to  Indian  education  at  the  district  level. 


LID 

i.ssui: 


The  executive  allocated  $50,000  in  federal  Jobs  and  Growth  Reconciliation  Act  monies  to  OPI  to  apply  to  the 
Indian  Education  for  All  Act.  This  money  was  spent  in  FY2004  and  FY2005  for:  1 )  a  summit  of  educators  to 
discuss  strategies  for  educating  Montana  students  about  the  distinct  and  unique  cultural  heritage  of  Montana's 
tribal  nations  and  for  closing  the  achievement  gap  between  Native  and  non-Native  students;  2)  production  of  cultural 
displays  for  use  by  school  districts;  and  3)  development  of  a  brochure  explaining  Indian  education. 


DP  1 7  -  Educator  Preparation  Unit  Reviews  -  OPI  requests  $16,000  state  special  authority  to  spend  the  funds  paid  by 
campuses  of  the  Montana  institutions  of  higher  education  for  review  of  educator  preparation  programs.  Programs  are 
reviewed  for  compliance  with  the  teacher  preparation  standards  adopted  by  the  Board  of  Public  Education.  Fees  charged 
for  this  service  are  a  flat  fee  of  $500  per  campus,  plus  $50  for  each  program  to  be  reviewed. 


The  Montana  Board  of  Public  Education  adopts  the  educator  preparation  program  standards  that 
guide  the  approval  process  for  all  teacher  preparation  programs  in  Montana.     The  Montana 
Professional  Educator  Preparation  Program  Standards  (PEPPS)  are  reviewed  on  a  five-year  cycle. 
The  current  PEPPS  are  in  effect  from  January  2001  through  December  2005. 


LIT) 
COMMKNT 


The  Office  of  Public  Instruction  supports  the  implementation  and  oversees  the  review  of  the  standards.  Developed  with 
the  cooperation  of  preschool  through  postsecondary  educators  and  Montana's  education  community  and  the  public,  the 
standards  are  intended  to  contribute  to  the  improvement  and  growth  of  teacher  education  programs.  The  review  of 
educator  preparation  programs  conducted  under  the  standards  ensures  that  prospective  educators  have  completed  an 
approved  education  program  before  entering  the  teaching  profession. 


DP  53  -  Gifted  and  Talented  Assistance  -  An  increase  of  0.5  FTE  and  $43,91 7  general  fund  would  be  added  to  the  Office 
of  Public  Instruction  staff  in  FY  2007  to  assist  districts  in  providing  gifted  and  talented  education  to  students  throughout 
the  state  with  technical  assistance  and  support. 

DP  54  -  Audiology  equipment  -  Restricted/OTO  -  Replacement  of  the  equipment  used  to  test  the  hearing  of  students 
across  the  state  is  requested.  Much  of  the  current  equipment  is  beyond  its  useful  life.  This  $170,000  general  fund  one- 
time-only appropriation  would  be  used  to  ensure  that  all  equipment  used  in  the  state  will  be  fiinctional  and  up  to  date. 

Proprietary  Rates 

Proprietary  Program  Description 

OPI  Indirect  Cost  Pool  -  OPI's  internal  service  fund  (A/E  06512)  is  used  to  pool  internal  and  statewide  central  service 
type  costs  that  are  charged  back  to  all  of  OPI's  state  and  federally  funded  programs  using  a  pre-approved  indirect  cost 
rate. 

The  Advanced  Driver  Education  program  -  This  is  a  seasonal,  hands-on  behind-the-wheel  crash  avoidance  program 
operated  by  the  Health  Enhancement  and  Safety  Division  of  the  Office  of  Public  Instruction.  The  one-day  and  half-day 
refresher  courses  provide  training  to  school  bus  drivers,  driver  education  teachers,  Montana  Department  of 
Transportation  employees,  ambulance  drivers,  and  others  who  drive  as  a  part  of  their  employment.  The  program  offers 
its  services  to  employees  of  government  services  and  to  the  general  public. 
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Proprietary  Revenues  and  Expenses 
Revenue  Description 

Indirect  cost  pool  revenues  are  a  function  of  the  amount  of  expenditures  recorded  in  the  State  Level  Activities  Program. 
Revenues  are  generated  monthly  by  applying  an  approved  indirect  cost  rate  to  the  prior  month's  direct  personal  services 
and  operating  expenditures  in  both  State  and  Federally  funded  programs.  Last  fiscal  year  OPI  federal  programs 
contributed  $910,384  towards  the  cost  of  "indirects";  general  and  other  state-funded  programs  contributed  $633,534. 

Expense  Description 

Costs  of  OPI  operations  that  are  paid  fi-om  the  indirect  cost  pool  include: 

•  Termination  payouts  (vacation/comp  time/sick  leave)  for  all  staff  (except  the  State  Superintendent  and  her 
personal  staff) 

Services  provided  to  OPI  by  other  state  agencies  for  a  fee 
Depart,  of  Admin.  (DofA)  General  Liability  Insurance  and  Employee  Bonds 
DofA  Warrant  writing  fees 
DofA  Payroll  Service  fees 
DofA  telephone  equipment  charges 

DofA  rent  charge  for  common  areas  (bathrooms,  halls,  conference  rooms) 
Legislative  audit  fees 
DofA  network  service  fees 
Fish,  Wildlife  and  Parks  grounds  maintenance  fee 

OPI's  share  of  statewide  indirect  costs,  allocated  through  a  Statewide  Cost  Allocation  Plan  (SWCAP)  prepared 
by  the  Department  of  Administration 

•  Payroll,  personnel,  accounting,  budgeting,  data  management,  cash  management,  financial  reporting,  purchasing, 
word  processing,  mail  delivery  and  resource  center  services  to  all  OPI  programs.  Operating  costs  associated 
with  22.15  positions  are  paid  fi-om  the  pool,  including  the  cost  of  rent  for  space  they  occupy,  office  supplies, 
postage,  long  distance  phone  charges,  equipment,  training,  travel,  photocopy  charges,  etc. 

•  General-use  items  such  as  paper,  FAX  lines  and  shared  equipment,  including  maintenance  contracts  on  that 
equipment. 

Working  Capital  Discussion 

Working  capital  is  not  considered  in  the  rate  determination.  Sufficient  working  capital  is  needed  for  cash  flow  during  the 
fu-st  30  -  45  days  of  the  fiscal  year. 

Fund  Equity  and  Reserved  Fund  Balance 

There  is  no  requirement  to  reserve  fund  balance.  Management's  objective  is  to  maintain  the  minimum  balance  necessary 
for  on-going  operations.  If  a  significant  balance  accumulates  because  direct  expenses  increase  at  a  faster  rate  than 
indirect  expenses,  the  approved  rate  will  adjust  downward  to  reduce  the  excess  over  time. 
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2007  Blennium  Report  on  Internal  Service  and  Enterprise  Funds  2007 


Fund 
6512 


Fund  Name 
Indirect  Cost  Pool 


Agency  #  Agency  Name 

3501         Office  of  Public  Instrucljon 


Operating  Revenues: 

Nonfederal  indirect  cost  recovenes 
Federal  Indirect  Cost  Recoveries 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Otfier  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 


Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 


Program  Name 
State  Level  Activities 


Actual 
FY02 


2.416.029 
(944,632) 


277,884 

805.043 

1.082.927 


138,295 


402.672 


Actual 
FY03 


Actual 
FY04 


Budgeted 
FY05 


Budgeted 
FY06 


(160.592)    (27.S77)     (62,037) 


92,130 


Budgeted 
FY07 


649,954 

819,356 

2.087 

635.511 

846.091 

2.270 

633.535 

910.384 

2,171 

635.000 

975.000 

2.000 

750.500 
1.079.982 

788.550 
1,134,744 

1.471.397 

1.747.075 
668.954 

1.483.872 

998.570 
645.894 

1.546.090 

968.660 
605.007 

1,612.000 

1.074.037 
600.000 

1.830.482 

1,115.466 
622.886 

1,923,294 

1,155,163 
547.239 

1,644,464   1.573.667    1.674.037   1,738.352   1,702,402 


220,892 


138,295 
5,637 


(16,660) 


(44,237)   (106,274)    (14,144) 


143,932 


(16,660) 


(44.237)   (106,274)    (14,144) 


(16,660)    (44,237)    (106,274)    (14,144)    206,748 


274.077 


262.278 


279.006 


289.725 


283.734 


Advanced  Driver  Education  Program- 
Revenue  Description 

Revenues  are  generated  from  workshop  fees  collected  from  participants  in  the  program  and  from  other  track  users  for  the 
use  of  the  facility.  Typically  the  program  services  450-550  participants  a  season.  The  current  fee  is  $225  for  full-day 
workshop  per  person  and  $135  for  a  half-day.  There  will  be  anticipated  growth  in  services  to  participants  of  10  percent. 
This  increase  is  due  to  an  agreement  with  MDT  to  conduct  a  teen  research  project.  It  is  also  expected  to  see  modest 
growth  in  other  users  of  the  track  who  pay  for  its  use. 

Expense  Description 

Cost  drivers  for  fees  include  instructor  expenses  (includes  salaries,  travel  and  per  diem);  vehicle  maintenance  and 
operating  expenses;  classroom  and  track  supplies;  track  lease;  program  advertising;  administration  (planning,  scheduling, 
registrations,  advertising,  professional  development  of  staff,  support  services,  etc.).  Unexpected  increases  in  fiael  costs 
this  last  year  consumed  the  revenue  projected  to  support  periodic  capital  and  maintenance  costs.  It  is  anticipated  that  an 
increase  in  fees  is  needed  to  keep  abreast  of  inflation. 

Working  Capital  Discussion 

This  program  is  a  summer  seasonal  program  that  operates  45  -  55  days  during  Jime,  July  and  August.  The  program 
typically  employs  four  grade  16  instructors  for  each  workshop  (10  -  11  hours  per  day  each).  A  director  (.15)  and  a 
program  specialist  (.125)  provide  administrative  support  during  the  year.  Most  revenue  is  received  in  April  -  June 
through  pre-paid  workshop  registrations.  Most  expenses  are  realized  June  through  August,  with  continuing 
administrative  expenses  during  the  remainder  of  the  year.  The  program  requires  30  -  45  percent  of  its  annual  budget  to  be 
carried  over  into  the  next  fiscal  year  to  cover  working  expenses  paid  out  July  -  March. 

Fund  Equity  and  Reserved  Fund  Balance 

In  addition  to  operating  expenses  during  non-revenue  months,  the  program  also  incurs  periodic  (every  2  -  5  years) 
expenditures  for  replacement  of  vehicles  and  facility  maintenance/improvement.  Payment  of  these  services  requires 
accumulation  and  carryover  of  revenues  from  year  to  year  an  amount  of  approximately  10-20  percent  of  its  annual 
budget. 
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Proprietary  Rate  Explanation 

OPI  negotiates  a  three-year  "predetermined  rate"  with  the  U.S.  Department  of  Education  every  year.  The  rate  is 
calculated  in  accordance  with  federal  regulations  and  section  17-3-111(1),  MCA.  The  rate  approved  for  FY  2005 
through  2007  is  17.3  percent. 

Advance  Driver  Education- 
Workshop  rates  are  fixed  rates  evaluated  against  workshop  personnel  expenses,  operating  expenses  and  depreciated 
vehicle  costs  on  a  seasonal  basis  to  ensure  workshop  operating  expenses  are  covered.  Inflationary  iirfluences  are 
anticipated  as  best  as  possible  to  ensure  that  inflation  does  not  leave  the  program  in  a  deficit  situation.  All  attempts  are 
made  to  keep  workshop  fees  low  since  the  potential  customers  such  as  bus  drivers,  volimteer  firemen  and  ambulance 
drivers  have  small  training  budgets.  Facility  use  rates  are  fixed  rates  that  reflect  a  share  of  facility  costs  to  lease  and 
maintain  track  and  buildings. 


2007  Biennium  Report  on 

Internal  Service  and  Enterprise  Funds  2007 

Budgeted 
FY07 

Fund                   Fund  Name                  Agency  # 
6067      Advanced  Drivers  Education        3501 

Agency  Name 
Office  of  Public  Instruction 

Program  Name 
State  Level  Activities 

Actual            Actual 
FY02                 FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

Operating  Revenues: 

Fee  revenue 
Revenue  from  Fee  A 
Revenue  from  Fee  B 
Revenue  from  Fee  C 
Revenue  from  Fee  D 
Revenue  from  Fee  E 
Revenue  from  Fee  F 

Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  income  (Loss) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  In  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

- 

- 

- 

- 

- 

101,415            100,928 

88,918 
2,685 

131.000 

98,000 

100,000 

101,415            100,928 

48,062              52,213 
45,032              40,668 

91,603 

50,274 
39,864 

131,000 

57,712 
79,926 

98,000 

54,302 
42,444 

100.000 

54,207 
42,940 

93,094               92,881 
8,321                 8.047 

90,138 
1.465 

137.638 
(6.638) 

96,746 
1.254 

97,147 
2,853 

8,321                 8,047 
24,460 

1,465 

(6,638) 

1,254 

2,853 

32.781                8,047 

27.984 
(4,797) 

(4,797)              27,984 

1,465 
36,031 

36,031 

(6,638) 
38,476 

38,476 

1,254 
31.838 

31,838 

2,853 
33,092 

33,092 

27.984              36.031 

37,496 

31,838 

33.092 

35.945 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 

15,516              15,480 

15,023 

22,940 

16,124 

16,191 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Operating  Expenses 
Local  Assistance 
Grants 

1,824 
509,964,988 
119,604,611 

176 
8.462.265 
14,082,528 

0 

2,170,593 

85,000 

2,000 
520,597,846 
133.772.139 

176 
13,895.729 
21.003.299 

0 

3,090,015 

85.000 

2,000 
526,950,732 
140,692,910 

4,000 

1,047,548,578 

274,465,049 

Total  Costs 

$629,571,423 

$22344,969 

$2,255393 

$654371,985 

$34,899^04 

$3,175,015 

$667,645,642 

$1322,017,627 

General  Fund 
State/Other  Special 
Federal  Special 

509,632,139 

750.000 

119.189.284 

8,470,114 
0 

14,074,855 

2,255,593 
0 
0 

520,357,846 

750,000 

133,264,139 

13.903,578 

0 

20,995,626 

3,175,015 
0 
0 

526,710,732 

750,000 

140,184,910 

1,047,068,578 

1,500,000 

273,449.049 

Total  Funds 

$629,571,423 

$22344,969 

$2,255393 

$654371,985 

$34,899,204 

$3,175,015 

$667,645,642 

$1322,017,627 

Program  Description 

The  Local  Education  Activities  program  is  used  by  OPI  to  distribute  various  state  and  federal  funds  to  local  education 
agencies. 

Program  Highlights 


Office  Of  Public  Instruction 

Local  Education  Activities  -  Distribution  to  Schools  Program 

Major  Budget  Highlights 


•  OPI's  budget  for  distribution  to  schools  increases  by  $62.9  million 
during  the  2007  biennium.  Of  this  amount,  $27.8  million  is  an 
increase  in  state  general  fund  and  $35.1  million  is  an  increase  in 
federal  authority. 

•  The  Governor's  recommendations  are  based  on  the  current 
funding  methodology  and  do  not  take  into  consideration 
the  recent  court  decision  that  the  existing  method  is 
unconstitutional 

•  In  the  general  fund,  the  executive  proposes  to: 

•  Increase  present  law  BASE  aid  by  $16.4  million,  which 
reflects  a  BASE  aid  reduction  of  $11.9  miUion  for 
declines  in  ANB,  a  BASE  aid  increase  of  $29.0  million  for 
inflation,  and  adjustments  for  higher  common  school 
revenue  estimates  (which  result  in  reductions  in  general 
fund  BASE  aid)  of  $0.7  million 

•  Increase  present  law  special  education  spending  by  $1.5 
million,  and  add  new  special  education  spending  of  $2.3 
million 

•  Increase  present  law  school  facility  spending  by  $0.3 
million  and  new  school  facility  spending  by  $2.0  million. 

•  Increase  present  law  transportation  spending  by  $0.3 
million 

»     Increase  present  law  HB  124  block  grants  by  $1 .9  million. 
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•  Increase  secondary  vocational  education  spending  by  $0.6 
million 

•  Increase  gifted  and  talented  spending  by  $0.2  million 

•  Increase  present  law  biennial  appropriations  by  $0.4 
million 

•     In  federal  spending  the  executive  proposes  to: 

•  Increase  spending  on  special  education  by  $1 8.5  million. 

•  Increase  spending  for  the  federal  school  foods  program  of 
$9.9  million 

•  Increase  spending  on  the  Elementary  and  Secondary 
Education  Act  (ESEA)  program  by  $6.8  million  primarily 
for  the  21"  Century  Program 


Major  LFD  Issues 


•  Higher  revenue  estimates  for  Base  Aid  adopted  by  the  Revenue  and 
Transportation  Interim  Committee  in  the  guarantee  fund  account  could 
reduce  general  ftind  costs  by  $6.9  million 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  executive. 


Program  Funding  Table 
Local  Education  Activiti 

Program  Funding 

Base            %  of  Base          Budget 
FY  2004           FY  2004           FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

01 100  General  Fund 
02402  Traffic  &  Safety  Education 
03170  Grant  Clearance  Discretionary 
Grand  Total 

$509,632,139             80.9%     $520,357,846 

750,000              0.1%              750,000 

119.189.284            18.9%       133.264.139 

$629,571,423           100.0%     $654,371,985 

79.5% 

0.1% 

20.4% 

100.0% 

$526,710,732 

750,000 

140.184.910 

$667,645,642 

78.9% 

0.1% 

21.0% 

100.0% 

The  following  Figure  provides  a  more  detailed  summary  of  the  executive's  recommendations. 
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Figure 

3 

Distribution  to  Schools,  General  Fund,  State  Special,  and  Federal  Funds 

Base 

PL  Base 

New 

PL  Base 

New 

Budget 

Adjustments 

Proposals 

Total 

Adjustments 

Proposals 

Total 

Description 

2004 

Fiscal  2006 

Fiscal  2006 

Fiscal  2006 

Fiscal  2007 

Fiscal  2007 

Fiscal  2007 

General  Fund 

E)irect  State  Aid 

$275,803,071 

$6,061,843 

$0 

$281,864,914 

$9,499,752 

$0 

$285,302,823 

GTB  -  School  General  Fund 

102,899,850 

1.733,881 

122,047 

104,755,778 

2,534,189 

228,581 

105,662,620 

GTB  -  School  Retirement 

23,585,922 

-2,067,820 

0 

21,518,102 

-1,357,211 

0 

22728,711 

School  Facility  Reimbursement 

8,270,735 

140,558 

1,000,000 

9,411,293 

140,558 

1,000,000 

9,411,293 

Special  Education 

34,867,755 

1,535,812 

763,546 

37,157,113 

1,535,812 

1,576,434 

37,980,001 

Transportation 

12,042,550 

100,000 

0 

12,142,550 

200,000 

0 

12,242,550 

Instate  Treatment 

778,794 

196,102 

0 

974,896 

196.102 

0 

974,896 

Secondary  Vo  Ed 

715,000 

0 

285,000 

1,000,000 

0 

285,000 

1.000,000 

Adult  Basic  Ed 

275,000 

0 

0 

275.000 

0 

0 

275,000 

Gifted  &  Talented 

142,151 

7,849 

85,000 

235,000 

7.849 

85,000 

235,000 

School  Food 

648,653 

0 

0 

648,653 

0 

0 

648,653 

Other 

144,100 

7,256 

0 

151,356 

10.270 

0 

154,370 

HE  124  Block  Grants 

49.458.558 

754.633 

0 

50.213.191 

1,136.257 

Q 

50,594,815 

Total  General  Fund 

$509,632,139 

$8,470,114 

$2,255,593 

$520,357,846 

$13,903,578 

$3,175,015 

$526,710,732 

1 

State  Special  Revenue 

Traffic  Safety  Distribution 

$750,000 

SO 

$0 

$750,000 

SO 

$0 

$750,000 

Total  State  Special 

$750,000 

$0 

$0 

$750,000 

so 

$0 

$750,000 

1 

Federal  Special  Revenue 

Federal  School  Foods  Programs 

$20,655,534 

$3,700,000 

$0 

$24,355,534 

$6,150,000 

$0 

$26,805,534 

ESEA  -  Title  I 

41,837,295 

500,000 

0 

42,337.295 

500.000 

0 

42,337,295 

ESEA  Title  II  -  Teacher  &  Principal  Training 

15,684,664 

675,000 

0 

16,359,664 

675.000 

0 

16,359,664 

ESEA  Title  Ill-Language  Acquisition 

514,494 

0 

0 

514,494 

0 

0 

514,494 

ESEA  Title  IV  Drug  Free  &  2 1  st  Cent  Schools 

4,304,061 

2,200.000 

0 

6,504,061 

2,200,000 

0 

6,504,061 

ESEA  Title  V  &  VI  -  Innovative  Ed  &  Rural 

2,199,786 

0 

0 

2,199,786 

0 

0 

2,199,786 

ESEA  Title  X  -  Ed  of  Homeless  Children 

173,500 

0 

0 

173,500 

0 

173,500 

IDEA 

27,706,176 

6,999,855 

0 

34,706,031 

1 1,470,626 

0 

39,176,802 

Adult  Basic  Education 

1,239,214 

0 

0 

1,239,214 

0 

0 

1,239,214 

Carl  Perkins 

3,135,477 

0 

0 

3,135.477 

0 

0 

3,135,477 

Learn  and  Serve  Montana 

30,462 

0 

0 

30.462 

0 

0 

30,462 

Emergency  School  Renovation 

312,804 

0 

0 

312.804 

0 

0 

312,804 

Reading  Excellence 

1,395,815 

0 

0 

1,395.816 

0 

0 

1,395,816 

Total  Federal  Special 

$119,189,284 

$14,074,855 

$0 

$133,264,139 

$20,995,626 

$0 

$140,184,910 

F-                                                                                                                                                                                                                        1 

Funding 

Total  General  Fund 

$509,632,139 

$8,470,114 

$2,255,593 

$520,357,845 

$13,903,578 

$3,175,015 

$526,710,732 

Total  Stale  Special 

750,000 

0 

0 

750,000 

0 

0 

750,000 

Total  Federal  Special 

119,189,284 

14,074,855 

0 

133,264,139 

20,995,626 

0 

140,184,910 

Total  Distribution  to  Public  Schools 

$629,571,423 

$22,544,969 

$2,255,593 

$654,371,985 

$34,899,204 

$3,175,015 

$667,645,642 

Statutory  Appropnations 

Guarantee  Account  -  Interest  &  Income 

$47^57,759 

$619,241 

$0 

$47,877,000 

$441,241 

$0 

$47,699,000 

Guarantee  Account  -Timber  (HB537) 

0 

1,700,000 

0 

1.700.000 

1.700,000 

0 

1.700.000 

Total  Statutory 

$47,257,759 

$2,319,241 

$0 

$49,577,000 

$2,141,241 

$0 

$49,399,000 
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Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

pic-oi  •>nn7. 

' —  rlSLill  ZUUD — 

General               Slate 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                 Fund               Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DPI  -K-I2  BASE  Aid 

0.00          5,727,904 

0 

0 

5,727.904 

0.00 

10,676,730 

0 

0 

10,676,730 

DP  5  -  Special  Education  Increase  to  FY  2005  level 

0.00          1,535,812 

0 

0 

1,535,812 

0.00 

1,535,812 

0 

0 

1,535,812 

DP  19  -  Transportation  Aid  -  Increased  State  Obligation 

0.00              100,000 

0 

0 

100,000 

0.00 

200,000 

0 

0 

200,000 

DP  20  -  School  Facility  Reimbursement 

0.00             140,558 

0 

0 

140,558 

0.00 

140,558 

0 

0 

140,558 

DP  22  -  School  Block  Grants 

0.00            754,633 

0 

0 

754,633 

0.00 

1,136,257 

0 

0 

1,136,257 

DP  23  -  School  District  Audit  Filing  Fee 

0.00                 7,256 

0 

0 

7,256 

0.00 

10,270 

0 

0 

10,270 

DP  25  -  Biennial  Appropriations 

0.00            203,951 

0 

0 

203,951 

0.00 

203,951 

0 

0 

203,951 

DP  28  -  Increasing  Federal  authority  to  anticipated  level 

0.00                      0 

0 

14,074,855 

14,074,855 

0.00 

0 

0 

20,995,626 

20,995,626 

Total  Other  Present  Law  Adjustments 

0.00         $8,470,114 

$0 

$14,074,855 

$22344,969 

0.00 

$13,903,578 

$0 

$20,995,626 

$34,899,204 

Grand  Total  All  Present  Law  Adjustments 

$22,544,969 

$34,899,204 

DP  1  -  K-12  BASE  Aid  -  This  request  is  for  funding  for  the  K-12  BASE  Aid  present  law  adjustment  as  defmed  by 
Section  20-9-326,  MCA  and  adjusted  for  available  guarantee  fund  revenue.  It  includes  inflation  on  the  basic  and  per- 
ANB  entitlements  and  changes  in  enrollment.  The  inflator  for  FY  2006  (calculated  using  CPI-Urban  indexes  for  July 
2000  and  July  2003)  is  2.10  percent.  The  inflator  for  FY  2007  (calculated  using  CPI-Urban  mdexes  for  July  2001  and 
July  2004)  is  2.19  percent.  ANB  (number  of  students)  are  anticipated  to  decline  1.5  percent  in  FY  2006  and  1.2  percent 
in  FY  2007. 

An  anticipated  increase  in  the  guarantee  fiind  revenues  of  $0.6  million  in  FY  2006  and  $0.4  million  in  FY  2007  offset 
increases  in  general  fund  by  a  like  amount.  The  net  increase  in  general  fimd  cost  is  $5.7  million  in  FY  2006  and  $10.7 
million  in  FY  2007.  The  total  $16.4  million  is  a  biennial  appropriation. 
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The  following  figure  shows  historical  and  expected  Average  Number  Belonging  (ANB),  a  measure 
of  the  number  of  funded  enroUees  by  fiscal  year.  ANB  is  expected  to  decline  1 .5  percent  in  FY 
2006  and  by  1 .2  percent  in  FY  2007.  ANB  declines  are  expected  for  at  least  8  to  10  more  years  as 
declines  in  the  birth  rate  in  the  nineties  results  in  fewer  children  attending  public  school.  Recent 
increases  in  the  birth  rate  are  expected  to  continue  but  will  not  increase  school  populations  for  several  more  years. 


COMIVIKNT 


Figure  4 

Average  Number  Belonging  (ANB)  in 

Montana  Schools 

Percent 

Percent 

Percent 

Fiscal  Year 
Actual  &  Present  L 

Elementary 

Change 

High  School 

Change 

Total 

Change 

aw 

A 

1994 

111.507 

45,403 

156,910 

A 

1995' 

114,735 

2.9% 

47,891 

5.5% 

162,626 

3.6% 

A 

1996 

1 14,697 

0.0% 

49,043 

2.4% 

163,740 

0.7% 

A 

1997 

1 14,093 

-0.5% 

50,586 

3.1% 

164,679 

0.6% 

A 

1998 

112,442 

-1.4% 

51,432 

1.7% 

163,874 

-0.5% 

A 

1999 

109,852 

-2.3% 

51,885 

0.9% 

161,737 

-1.3% 

A 

2000 

107,731 

-1.9% 

52,025 

0.3% 

159,756 

-1.2% 

A 

2001 

105,968 

-1.6% 

51,507 

-1.0% 

157,475 

-1.4% 

A 

2002 

103,627 

-2.2% 

50,794 

-1.4% 

154,421 

-1.9% 

A 

2003 

101,140 

-2.4% 

50,357 

-0.9% 

151,497 

-1.9% 

A 

2004 

99.465 

-1.7% 

50,003 

-0.7% 

149,468 

-1.3% 

A 

2005 

98,186 

-1.3% 

49,466 

-1.1% 

147,652 

-1.2% 

E 

2006 

96,212 

-2.0% 

49,299 

-0.3% 

145,511 

-1.5% 

E 

2007 

95,110 

-1.1% 

48,604 

-1.4% 

143.714 

-1.2% 

Beguming 

in  fiscal  I99S,  ANB  Includes  students  who  spend  more 

than  1/2  day  in  special  education  class. 

COMMENT 


The  Figure  5  provides  data  on  the  present  law  proposed  change  in  Base  Aid,  as  well  as  other 
changes  in  present  and  proposed  law  in  the  distribution  to  schools  program.  The  estimates  for  the 
present  law  BASE  aid  change  include  the  following  assumption: 


ANB  declines  of  1 .5  percent  in  fiscal  2006  and  1 .2  percent  in  fiscal  2007,  resulting  in  biennial  Base  Aid  savings 

of$l  1.9  million 

Inflation  applied  to  the  Basic  and  Per- ANB  entitlements  in  both  elementary  and  high  school  of  2.1  percent  in 

FY  2006  and  2.19  percent  in  FY2007,  resulting  in  biennial  increases  in  Base  Aid  spending  of  $29  million 

An  increase  in  Special  Education  allowable  costs  of  $1.5  million  in  each  year  of  the  2007  biennium,  which 

increases  Guaranteed  Tax  Base  (GTB)  aid 

Slightly  more  common  school  revenue  (in  the  guarantee  fund)  available  for  Base  Aid  of  approximately  $1 

million,  over  the  biennium,  is  assumed.    Base  Aid  is  paid  for  first  from  the  guarantee  fund  out  of  common 

school  revenues  which  consist  of  interest  from  the  common  school  trust,  income  from  leasing  agricultural  land 

and  royalties  from  oil,  natural  gas  and  coal  sales  from  common  school  land.   The  remainder  of  the  Base  Aid 

required  for  present  law  comes  from  the  general  fund.  When  there  are  more  revenues  in  the  guarantee  fund,  the 

amount  required  by  the  general  fund  is  reduced 
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Figure  5 

Executive  Proposals  for  K-12  Distribution  to  Schools 

2007  Biennium 

By  Fund  and  Decision  Package  Number 

Present  Law  Adiustments 

Fiscal  2006 

Fiscal  2007 

Biennium 

Decision 

General  Fund 

Package 

Base  Aid  Changes 

Reduction  Due  to  Fewer  ANB 

($3,380,356) 

($8,481,001) 

($11,861,357) 

DPOl 

DPOl 

Inflation  Adjustment  (2. 1%  -  FY06;  2.19%  FY07) 

9,554,956 

19,429,308 

28,984,264 

DP05 

BASE  Aid  Due  to  Spec  Ed  Present  Law  Adjustment 

172,545 

169,664 

342,209 

None 

Adjustment  for  Higher  Common  School  Revenue 

(619,241) 

(441,241) 

(1,060,482) 

Total  Base  Aid  Changes 

$5,727,904 

$10,676,730 

$16,404,634 

DPI  9 

Transportation 

$100,000 

$200,000 

$300,000 

DP05 

Special  Education 

1,535,812 

1,535,812 

3,071,624 

DP20 

School  Facility 

140,558 

140,558 

281,116 

DP22&25 

Other  Biennial 

211,207 

214,221 

425,428 

DP22 

HB  124  Block  Giants 

754,633 

1,136,257 

1,890,890 

Total  General  fund 

$8,470,114 

$13,903,578 

$22,373,692 

New  ProDO 

sals 

Fiscal  2006 

Fiscal  2007 

Biennium 

General  Fund 

Base  Aid  Changes 

DP06 

BASE  Aid  Due  to  Spec  Ed  Increase 

$122,047 

$228,581 

$350,628 

DP06 

Special  Education  Increase 

763,546 

1,576.434 

2,339,980 

DP21 

School  Facility  Increase 

1,000,000 

1,000,000 

2,000,000 

DP51 

Secondary  Vo-Ed  Increase 

285,000 

285,000 

570,000 

DP50 

Gifted  and  Talented  Increase 

85,000 

85,000 

170,000 

Total  General  Fund  -  New  Proposals 

$2,255,593 

$3,175,015 

$5,430,608 

Net  Change  General  Fund  Over  Base 

$10,725,707 

$17,078,593 

$27,804,300 

State  Spending  in  the  2004  general  fund  base  budget 

509.632,139 

BASE  Aid  in  the  Guarantee  Fund 

47.257.759 

Total  State  Spemding  on  K-12  -  FV2004 

$556  889,898 

The  executive  revenue  projections  for  common  school  revenue  available  for  Base  Aid  in  the  guarantee  fund  are  $6.9 
million  below  those  adopted  by  the  Revenue  and  Transportation  Interim  Committee  (RTIC)  on  November  16,  2004. 
The  RTIC  adopted  revenue  estimates  are  $3.7  miUion  higher  in  FY  2006  and  $3.2  million  higher  in  FY  2007.  The 
projections  used  for  BASE  Aid  in  the  guarantee  fund  should  be  adjusted  during  the  legislative  process  to  match  the 
projections  in  the  legislative  revenue  estimates  (HJR  2).  If  the  legislature  adopts  the  RTIC  numbers  for  guarantee 
revenue  available  for  Base  Aid,  the  amount  of  required  Base  Aid  in  the  general  fund  will  fall  by  $6.9  million. 

There  is  a  possibility  that  revenue  estimates  for  guarantee  revenues  for  BASE  Aid  are  overstated  and  that  amendments 
may  be  necessary  that  will  reduce  the  estimates.  At  issue  is  the  potential  reduction  in  capital  gains  income  fi-om  the  sale 
of  bonds.  LFD  staff  is  researching  this  issue  and,  if  necessary,  will  recommend  HJR  2  amendments  to  the  appropriate 
tax  committee. 


DP  5  -  Special  Education  Increase  to  FY  2005  level  -  Special  education  services  to  students  with  disabilities.  -  State  and 
federal  laws  require  schools  to  provide  these  services.  The  Individuals  with  Disabilities  Education  Act  (IDEA)  includes 
a  provision  in  34  CFR  300.154(b)  that  requires  state  maintenance  of  fiscal  effort.  If  state  appropriations  decline  from 
one  year  to  the  next,  federal  funding  to  the  state  is  reduced  dollar  for  dollar  to  the  amount  of  the  reduction  in  state  funds. 
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The  amount  of  special  education  dollars  spent  in  FY  2004  was  $34,900,310,  and  the  amount  appropriated  for  FY  2005 
was  $36,436,122  for  a  difference  of  $1,535,812  per  year.  This  is  the  amount  added  to  the  base  special  education 
appropriation  for  fiscal  2006  and  2007.  This  is  a  biennial  appropriation. 

DP  19  -  Transportation  Aid  -  Increased  State  Obligation  -  An  increase  in  the  state  obligation  for  school  district  on  - 
schedule  transportation  costs  is  anticipated  to  increase  by  $100,000  in  each  year  of  the  next  biennium.  Increased  costs 
are  primarily  due  to  changes  in  the  number  of  bus  miles  and  the  size  of  the  buses  approved  by  the  county  school 
transportation  committee.  This  is  a  biennial  appropriation. 


1.11) 
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This  request  provides  additional  funding  for  district  on-schedule  transportation  costs  so  claims  can 
be  paid  as  required  by  law.  The  request  is  to  establish  the  2007  biennial  appropriation  for  state 
transportation  aid  payments  at  the  2005  biennium  appropriated  amount  of  $24.2  million  plus 
$  1 00,000/year.     Several  things,  including  increases  in  bus  sizes,  increases  in  the  number  of  bus 

miles  traveled,  increases  in  the  number  of  individual  contracts,  and  declines  in  the  amount  of  district  reappropriations 

will  all  affect  the  amount  of  this  statutorily  mandated  payment. 


DP  20  -  School  Facilitv  Reimbursement  -  To  promote  safe  school  facilities  and  as  a  measure  of  taxpayer  fairness, 
Montana  has  established  a  statutory  formula  for  providing  state  payments  to  low  property  tax  wealth  school  districts  to 
assist  with  debt  service  payments  on  school  bonds.  The  state  school  facility  reimbursement  expenditure  in  the  base  year 
was  $8,270,735.  In  FY  2005  the  amount  available  to  distribute  is  $8,411,293,  for  a  difference  of  $140,588  per  year. 
The  increase  to  the  FY  2005  level  is  a  present  law  adjustment.  This  is  a  biennial  appropriation. 

DP  22  -  School  Block  Grants  -  20-9-630  and  632,  MCA  provides  for  an  aimual  0.76  percent  increase  in  the  county 
transportation  and  school  district  block  grants.  These  block  grants  originated  from  HB  124  of  the  2001  legislative 
session  and  are  intended  to  replace  former  local  sources  of  revenue  to  school  districts  with  state  general  fund.  This  is  a 
biennial  appropriation. 

DP  23  -  School  District  Audit  Filing  Fee  -  This  increase  in  general  fund  authority  for  school  district  audit  filing  fees  of 
$7,256  in  FY  2006  and  $10,270  in  FY  2007  would  allow  OPI  to  pay  school  district  audit  filing.  Payment  of  this  fee  fi-om 
OPI  to  the  Department  of  Administration  is  required  by  2-7-514(2),  MCA.  This  increase  assumes  school  district 
revenues  will  increase  3  percent  each  year.  Base  year  expenditures  are  $144,000.  This  is  a  biennial  appropriation. 

DP  25  -  Biennial  Appropriations  -  This  $203,951  per  year  present  law  adjustment  establishes  biennial  appropriations  in 
each  year  at  half  of  the  amount  appropriated  for  the  2005  biennium.  In  the  base  year  each  of  these  appropriations  spent 
less  than  half  of  the  biennial  appropriation.  The  increase  maintains  the  present  law  amounts.  The  biennial  appropriations 
include: 

•  Instate  treatment  -  $  1 ,949,792 

•  Secondary  Vo-ed  -  $  1 ,430,000 

•  Adult  Basic  Ed  -  $550,000 

•  Gifted  and  Talented  -  $300,000 

•  School  Foods  -  $  1 ,297,306 

DP  28  -  Increasing  Federal  authority  to  anticipated  level  -  This  $35  million  biennial  adjustment  in  federal  spending 
authority  for  grant  awards  currently  administered  by  the  Office  of  Public  Instruction  adjusts  appropriations  to  the 
anticipated  level  of  federal  revenue.  This  is  a  biennial  appropriation. 
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The  figure  below  shows  the  purposes  for  which  the  increased  federal  authority  is  expected.  A 
large  increase  is  expected  in  special  education,  in  the  federal  foods  program,  and  in  elementary 
and  secondary  education  act  monies,  especially  for  the  2 1 "'  century  program. 


The  2r'  century  program 
supports  the  creation  of 
community  learning  centers  that 
provide  academic  enrichment 
opportunities  for  children, 
particularly  students  who  attend 
high-poverty  and  low- 

performing  schools.  The 
program  helps  students  meet 
state  and  local  student  standards 
in  core  academic  subjects,  such 
as  reading  and  math;  offers 
students  a  broad  array  of 
enrichment  activities  that  can  complement  their  regular  academic  programs;  and  offers  literacy  and  other  educational 
services  to  the  families  of  participating  children. 


Figure  6 

Federal  Grant  Awards 

Present  Law  Adjustments 

Increase  /  Decrease                |  | 

Programs  Increased                                                               Base  2004 

Fiscal  2006 

Fiscal  2007       | 

Individuals  with  Disabilities  Education  Act,  Part  B                    $26,320,546 

$6,999,855 

$11,470,626 

Title  IV,  Part  B  -  2 1  St  Century                                                     2,764,679 

2,200,000 

2,200,000 

Child  Nutrition  -  School  Lunch                                               1 6,060,6 1 6 

2,200,000 

3,600,000 

Child  Nutrition  -  School  Lunch                                                    3,838,161 

1,000,000 

1,800,000 

Child  Nutrition  -  School  Lunch                                                       756,755 

500,000 

750.000 

Title  II,  Part  B  -  Math.Science                                                      28,214 

675,000 

675,000 

Title  1                                                                                       36,690,193 

500,000 

500,000 

Total                                                                                       $86,459,164 

$14,074,855 

$20,995,626 

New  Proposals 


New  Proposals 

^^^ 

^^^ 

^^ 

Fiscal  2006- 

General               State 

-Fiscal  2007 
State 

Federal 

Total 

General 

Federal 

Total 

Vrogram                h  i  t                  hund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  6  -  Special  Education  Increase 

09              0.00             885,593 

0 

0 

885,593 

0.00 

1,805,015 

0 

0 

1,805,015 

DP  21  -  Additional  School  Facility  Reimbursement 

09              0.00          1,000,000 

0 

0 

1,000,000 

0.00 

1,000,000 

0 

0 

1,000,000 

DP  50  -  Additional  funding  -  Gifted  and  Talented 

09              0.00                85,000 

0 

0 

85,000 

0.00 

85,000 

0 

0 

85,000 

DP  5 1  -  Additional  funding  -  Career  &  Technical  Education 

09              0.00             285,000 

0 

0 

285,000 

0.00 

285,000 

0 

0 

285,000 

Total              0.00        $2,255,593 

$0 

$0 

$2,255,593 

0.00 

$3,175,015 

$0 

$0 

$3,175,015 

DP  6  -  Special  Education  Increase  -  In  addition  to  the  amoimt  appropriated  in  FY  2005,  the  executive  is  recommending 
that  the  inflationary  adjustment  provided  in  Section  20-9-326,  MCA  be  applied  to  special  education  fimding  as  well  as 
basic  and  per  ANB  entitlements.  The  inflators  used  are  2.10  percent  in  FY  2006  and  2.19  percent  in  FY  2007.  The 
additional  general  fund  requirement  is  $2.8  million  in  the  biennium.  This  is  a  bieimial  appropriation. 


The  increase  in  the  special  education  appropriation  is  actually  $2.3  million.  Because  the  minimimi 
district  general  fimd  budget  includes  40  percent  of  the  special  education  appropriation,  the  increase 
in  the  special  education  appropriation  results  in  additional  GTB  aid,  as  well  as  an  increase  in  local 
mandatory  property  taxes.  The  GTB  increase  is  expected  to  be  $0.4  million  for  the  bieimium.  The 
sum  of  these  amounts  is  shown  in  the  table  above. 
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DP  21  -  Additional  School  Facility  Reimbursement  -  In  addition  to  the  present  law  increase  provided  for  school  facility 
reimbursement,  the  executive  recommends  an  additional  $1  million  in  each  year  of  2007  biermium  to  be  distributed  to 
school  districts  for  school  facility  bond  payments.  As  additional  bonds  are  passed  throughout  the  state  additional  state 
support  is  needed  to  keep  the  proration  of  ehgible  costs  close  to  100  percent.  This  is  a  biennial  appropriation. 
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The  school  facihty  appropriation  subsidizes  debt  service  on  the  bonds  districts  incur  for  the  construction  of 
buildings.  It  is  distributed  to  schools  inversely,  relative  to  taxable  value  wealth  per  ANB.  If  the 
appropriation  is  not  enough  to  fully  fund  all  eligible  districts,  then  the  amount  each  district  receives  is 
prorated.  If  all  probable  bonds  are  passed  by  voters  during  the  2007  biennium,  the  increased  need  would 
be  $2.5  million  to  keep  the  pro-ration  percentage  at  100  percent.  However,  this  was  predicated  on  passage  of  the 
Billings  High  School  bond  issue  in  the  Fall  of  2004,  and  would  have  required  over  $1  million  in  state  school  facility 
payments.  This  bond  issue  failed.  It  is  expected,  however,  that  the  bond  issue  will  again  be  up  for  consideration  in  the 
Spring  of  2005. 


DP  50  -  Additional  fiinding  -  Gifted  and  Talented  -  This  proposal  adds  $85,000  general  fund  per  year  to  the  current 
gifted  and  talented  block  grant  of  $150,000  per  year.  These  funds  are  used  to  provide  a  small  amount  of  earmarked 
funds  for  the  gifted  and  talented  programs  in  schools.  Most  gifted  and  talented  funding  services  are  provided  by  the 
district  general  fiand  budgets.  This  is  a  biennial  appropriation. 


ill) 
COMMKNT 


Public  Education. 


Spending  in  the  gifted  and  talented  program  has  been  at  $150,000  per  year  since  1994  when  it  was 
reduced  from  $300,000  per  year.  Since  then  inflation  has  been  28  percent.  If  the  gifted  and  talented 
appropriation  had  risen  with  inflation,  school  districts  would  have  had  a  cumulative  increase  of 
$225,000  between  1994  and  2004.   This  program  is  required  by  state  statute  and  by  the  Board  of 


DP  5 1  -  Additional  funding  -  Career  &  Technical  Education  -  This  request  increases  the  state  Vocational-Education  or 
Career  and  Technical  Education  allocation  from  $715,000  to  $1,000,000  general  fund  per  year.  The  requested  funding  is 
to  support  Career  and  Technical  Education  programs  to  keep  pace  with  the  nature  of  student  needs  for  the  needs  of 
today's  technical  economy.  This  is  a  biennial  appropriation. 


Ill) 
COMMtNT 


The  secondary  vo-ed  appropriation  was  increased  to  $715,000  fi-om  $650,000  per  year  in  FY  2000. 
If  the  appropriation  for  secondary  vo-ed  had  grown  at  the  rate  of  inflation,  the  cumulative  increases 
between  2000  and  2004  would  have  been  $67,000. 


This  allocation  is  distributed  among  173  schools  and  serves  490  CTE  Programs. 

The  executive  allocated  $250,000  in  federal  Jobs  and  Growth  reconciliation  Act  monies  to  be  distributed  to 

secondary  Vo-ed.  This  money  was  distributed  to  schools  in  FY  2004. 


Language 

All  revenue  received  in  the  state  traffic  education  accoimt  for  distribution  to  schools  under  the  provisions  of  20-7-506 
and  61-5-121  is  appropriated  as  provided  in  Title  20,  chapter  7,  part  5.  This  appropriation  may  not  exceed  $1  million  a 
year. 

The  office  of  public  instruction  may  distribute  flinds  from  the  appropriation  in  item  (Instate  Treatment)  to  public  school 
districts  for  the  piupose  of  providing  for  educational  costs  of  children  with  significant  behavioral  or  physical  needs. 


Office  Of  Public  Instruction 


E-23 


Local  Education  Activities 


Board  Of  Public  Education 


SUMMARY 


Agency  Proposed  Budget 

The  following  table  summarizes  the  total  executive  budget  proposal  for  the  agency  by  year,  type  of  expenditure,  and 
source  of  funding. 


Agency  Description 

The  seven-member  Board  of  Public  Education,  under  authority  of  Article  X,  Section  9  of  the  Montana  Constitution, 
exercises  "general  supervision  over  the  public  school  system"  including  the  School  for  the  Deaf  and  Blind.  This  includes 
school  accreditation,  teacher  certification,  standardization  of  policies  and  programs,  and  equalization  of  aid  distribution. 
Board  accreditation  is  the  basis  for  local  school  district  eligibility  for  state  funds.  The  board  shares  responsibility  with 
the  Board  of  Regents  under  Title  20,  Chapter  2,  MCA  for  general  planning,  coordination,  and  evaluation  of  the  state 
education  system. 

Agency  Highlights 


Board  of  Pablic  Education 
Major  Budget  Highlights 


Aimual  funding  changes  of  22  percent  over  the  base  year  are  due  to 
present  law  adjustments  in  personal  services  and  operating  expenses 
Additional  changes  to  the  base  year  in  operating  expenses  include  a 
$47,500  decision  package  tying  appropriations  to  anticipated  revenue 
for  studies 


Major  LFD  Issues 


Consider  one-time-only  funding  for  out-of-state  travel 
Supreme  Court  decision  may  result  in  increased  workload 


Agency  Discussion 

In  addition  to  the  responsibilities  listed  in  the  agency  description,  the  Board  of  Public  Education  (BPE)  oversees  two 
advisory  councils:  the  Montana  Council  on  Indian  Education  and  the  Certification  Standards  and  Practices  Advisory 
Coimcil.  BPE  executes  its  statutory  responsibilities  with  two  programs:  Administration  and  Advisory  Council. 

Changes  to  the  base  year  are  attributed  to  statewide  present  law  adjustments,  three  decision  packages  for  travel 
associated  with  a  growing  workload  due  to  statewide  and  federal  education  issues,  and  one  decision  package  to  tie 
appropriations  to  anticipated  revenue.  The  adjustments  are  discussed  in  detail  in  the  following  program  sections. 


Agency  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposals 

Exec.  Budget 

Adjustment 

Proposals 

Exec.  Budget 

Exec.  Budget 

Budget  Item 

Fiscal  2004 

Fiscal  2006 

Fiscal  2006 

Fiscal  2006 

Fiscal  2007 

Fiscal  2007 

Fiscal  2007 

Fiscal  06-07 

FTE 

4.00 

0.00 

0.00 

4.00 

0.00 

0.00 

4.00 

4.00 

Personal  Services 

212.729 

5,770 

3,300 

221,799 

6,120 

3,300 

222,149 

443,948 

Operating  Expenses 

81,365 

50.768 

6,700 

138,833 

46,779 

6,700 

134,844 

273,677 

Total  Costs 

$294,094 

$56,538 

$10,000 

$360,632 

$52,899 

$10,000 

$356,993 

$717,625 

General  Fund 

141,309 

18,983 

7,000 

167,292 

17,039 

7,000 

165,348 

332,640 

State/Other  Special 

152,785 

37,555 

3,000 

193,340 

35,860 

3,000 

191,645 

384,985 

Federal  Special 

0 

0 

0 

0 

0 

0 

0 

0 

Total  Funds 

S294,094 

$56,538 

$10,000 

$360,632 

$52,899 

$10,000 

$356,993 

$717,625 
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Funding 

The  following  table  summarizes  funding  for  the  agency,  by  program  and  source,  as  recommended  by  the  Governor. 
Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 


Total  Agency  Funding 
2007  Biennium  Executive  Budget 

Agency  Program             General  Fund       State  Spec.        Grand  Total 

Total  % 

01  Administration           $       332,640     $         35,976     $       368,616 
03  Advisory  Council                         -             349.009     $       349,009 

51% 
49% 
100% 

Grand  Total                 $       332,640     $       384,985     $       717,625 

The  Board  of  Public  Education  is  funded  with  general  fund  and  state  special  revenue  collected  from  teacher  fees. 

By  statute,  the  Office  of  Public  Instruction  (OPI)  Certification/Teacher  Licensure  Unit  is  responsible  for  collecting  fees 

and  depositing  them  in  two  state  special  revenue  accounts  for  use  by  BPE  in  the  Advisory  Council  Program. 

For  the  2007  biennium  budget,  BPE  requests  46  percent  funding  from  general  fiind,  and  54  percent  funding  from  state 
special  revenue. 

Biennium  Budget  Comparison 

The  following  table  compares  the  executive  budget  request  in  the  2007  biennium  with  the  2005  biennium  by  type  of 
expenditure  and  source  of  ftmding.  The  2005  biennium  consists  of  actual  FY  2004  expenditures  and  FY  2005 
appropriations. 


Biennium  Budget  Comparison 
Budget  Item 

Present 
Law 

Fiscal  2006 

New 
Proposals 

Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

Present 

Law 

Fiscal  2007 

New 
Proposals 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 

Biennium 

Fiscal  04-05 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

4.00 

0.00 

4.00 

4.00 

0.00 

4.00 

4.00 

4.00 

Personal  Services 
Operating  Expenses 

218,499 
132,133 

3,300 
6,700 

221,799 
138,833 

218,849 
128,144 

3,300 
6,700 

222,149 
134,844 

425,828 
223,547 

443,948 
273,677 

Total  Costs 

$350,632 

$10,000 

$360,632 

$346,993 

$10,000 

$356,993 

$649,375 

$717,625 

General  Fund 
State/Other  Special 
Federal  Special 

160,292 

190,340 

0 

7,000 

3,000 

0 

167,292 

193,340 

0 

158.348 

188,645 

0 

7,000 

3,000 

0 

165,348 

191,645 

0 

305,290 

344,085 

0 

332,640 

384.985 

0 

Total  Funds 

$350,632 

$10,000 

$360,632 

$346,993 

$10,000 

$356,993 

$649,375 

$717,625 

New  Proposals 

The  "New  Proposal"  table  summarizes  all  new  proposals  requested  by  the  executive.  Descriptions  and  LFD  discussion 

of  each  new  proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

Fiscal  2006 

General                State 
Program                F 1 1                 Fund               Special 

Federal 
Special 

Total 
Funds 

Pic/-nl  ^CiCll    .    — 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  2  -  Oul-of-Stale  Travel 

01                    0.00                 3,000 
DP  3  -  Additional  Meetings  -  Board  of  Education 

01                  0.00                4,000 

Total                  0.00              $7,000 

3,000 

0 

$3,000 

0 

0 

$0 

6,000 

4.000 

$10,000 

0.00 
0.00 
0.00 

3,000 

4,000 

$7,000 

3,000 

0 

$3,000 

0 

0 

$0 

6,000 

4,000 

$10,000 

Agency  Issues 

When  the  Montana  Supreme  Court  decision  on  equitable  school  funding  is  known;  BPE  may  face  an  increase  in 
workload  for  the  2007  biennium  that  could  not  be  predicted  at  the  time  of  budget  submission.  The  legislature  may  want 
to  consider  one-time-only  funding,  or  a  restricted  contingency  for  unanticipated  workload  as  a  result  of  the  school 
funding  equalization  lawsuit.  This  issue  is  discussed  with  DP  -  7000  in  the  Advisory  Council  section. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

2.00 

0.00 

0.00 

2.00 

0.00 

0.00 

2.00 

2.00 

Personal  Services 
Operating  Expenses 

88,518 
52,791 

32,593 
1.378 

3,300 
6,700 

124,411 
60,869 

32,950 
(923) 

3,300 
6,700 

124,768 
58,568 

249,179 
119,437 

Total  Costs 

$141309 

$33,971 

$10,000 

$185,280 

$32,027 

$10,000 

$183336 

$368,616 

General  Fund 
State/Other  Special 
Federal  Special 

141,309 
0 
0 

18,983 

14,988 

0 

7,000 

3,000 

0 

167,292 

17,988 

0 

17,039 

14,988 

0 

7,000 

3,000 

0 

165,348 

17,988 

0 

332,640 

35,976 

0 

Total  Funds 

$141309 

$33,971 

$10,000 

$185,280 

$32,027 

$10,000 

$183336 

$368,616 

Program  Description 

The  Administration  Program  provides  administration,  research,  clerical  ftmctions,  and  management  of  business  affairs 
for  all  programs  under  the  authority  of  the  Board  of  Public  Education.  The  Board  of  Public  Education  exists  under 
Article  X,  Section  9  of  the  Montana  Constitution,  and  exercises  general  supervision  of  the  public  school  system. 

As  mandated  by  20-2-101  (6),  MCA  the  Board  of  Public  Education  and  the  Board  of  Regents  meet  at  least  twice  yeariy 
as  the  Board  of  Education.  Administration  oversees  all  aspect  of  business  management,  research,  and  proceedings 
regarding  denial,  suspension,  or  revocation  of  teacher  certificates,  including  investigations,  possible  hearings,  or  formal 
action.  BPE  meets  eight  times  a  year  to  conduct  business  related  to  its  constitutional  and  statutory  obhgation.  It  is  also 
required  to  meet  two  times  annually  with  the  Montana  Board  of  Regents  of  Higher  Education  as  the  Board  of  Education. 
(20-2-101  (6),  MCA) 

Program  Highlights 


Admiiiistration  Program 
Major  Budget  Highlights 


Annual  funding  changes  of  30  percent  over  the  base  year  are  due  to 

statewide  present  law  adjustments  and  $10,000  in  new  proposals 

Increases  in  personal  services  include  a  new  proposal  for  per  diem  and 

present  law  adjustments  that  include  $26,415  to  correct  a  miscode  in 

salary 

Increases  in  operating  expenses  include  present  law  adjustments  and 

new  proposals  for  travel 


Major  LFD  Issues 


Consider  one-time-only  funding  for  out-of-state  travel 


Program  Narrative 

The  2007  budget  request  for  the  administration  program  of  the  Board  of  Public  Education  is  increased  over  the  base  year 
by  just  over  $40,000  each  year  because  of  statewide  present  law  adjustments,  three  decision  packages  increasing  travel 
and  per  diem,  and  statewide  adjustments  for  personal  services  that  include  $26,415  to  move  a  miscode  of  salary  from  the 
advisory  council  to  this  program.  Adjustments  for  operating  expenses  include  $1 1,350  for  travel. 
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This  program  received  an  appropriation  for  $15,000  of  state  special  revenue  in  the  2005  session,  which  was  spent  in  FY 
2004  in  another  program  due  to  a  miscode  in  salary.  As  a  result,  there  is  a  zero  in  the  base  year  for  state  special  revenue 
in  the  budget  chart  at  the  top  of  page  one. 

Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommend  by 
the  Governor. 


Program  Funding  Table 
Administration 

Program  Funding 

Base 

FY  2004 

%  of  Base         Budget 
FY  2004         FY  2006 

%  of  Budget 
FY  2006 

Budget 

FY  2007 

%  of  Budget 

FY  2007 

01000  General  Fund 
02000  State/Other  Special  Rev.  Funds 
03000  Federal  Spec.  Rev.  Funds 
Grand  Total 

$     141,309 

100.0%     $     167,292 
17,988 

90.3% 
9.7% 

$     165,348 
17,988 

90.2% 
9.8% 

$     141,309 

100.0%     $     185,280 

100.0% 

$     183,336 

100.0% 

This  program  is  ftmded  with  general  fimd  and  state  special  revenue  authorized  by  MCA  20-4-109,  which  allows  the 
agency  to  use  a  portion  of  the  revenue  collected  from  teacher  fees  for  activities  in  support  of  the  board's  constitutional 
and  statutory  duties,  special  projects,  and  research  studies  of  the  advisory  council. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fibril  ''on? 

General 
FTE                  Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
inflation/Deflation 
f-ixed  Costs 

31,243 
(534) 
1,912 

31,600 
(533) 
(390) 

Total  Statewide  Present  Law  Adjustments 

$32,62! 

$30,677 

DP  1  -  Per  diem  reinstated 

0.00                  1,350 

0 

0 

1,350 

0.00 

1,350 

0 

0 

1,350 

ToUl  Other  Present  Law  Adjustments 

0.00               $U50 

$0 

SO 

$1450 

0.00 

$1350 

SO 

SO 

$U50 

Grand  Total  All  Present  Law  Adjustments 

$33,971 

$32,027 

DP  1  -  Per  diem  reinstated  -  The  account  for  per  diem  for  BPE  members  is  zero  based.  Each  biennium  the  agency 
requests  $1,350.  This  decision  package  would  allow  restoration  of  $1,350  in  each  year  of  the  biennium  to  provide  board 
member  per  diem. 


Ill) 
COMMKNT 


BPE  meets  eight  times  a  year  to  conduct  business  related  to  its  constitutional  and  statutory  obligation. 
It  is  also  required  to  meet  two  times  annually  with  the  Montana  Board  of  Regents  of  Higher  Education 
as  the  Board  of  Education.  (20-2-101  (6),  MCA) 
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New  Proposals 


New  Proposals 

:al  2006 

State 
Special 

Federal 
Special 

Total 
Funds 

-Fiscal  2007 

General 
Program                F 1  b                  Fund 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  2  -  Out-of-State  Travel 

01              0.00                3,000 
DP  3  -  Additional  Meetings  -  Board  of  Education 

01              0.00                4,000 

Total               0.00                $7,000 

3,000 
0 

$3,000 

0 
0 

$0 

6,000 

4,000 

$10,000 

0.00 
0.00 
0.00 

3,000 
4,000 

$7,000 

3,000 

0 

$3,000 

0 
0 

$0 

6,000 
4,000 

$10,000 

DP  2  -  Out-of-State  Travel  -  The  Board  of  Public  Education  is  currently  a  member  of  the  National  Association  of  State 
Boards  of  Education  (NASBE),  which  provides  technical  support  and  assistance  on  a  variety  of  state  and  federal 
educational  issues  such  as  the  No  Child  Left  Behind  legislation.  This  decision  package  would  provide  $6,000  in  each 
year  of  the  biennium  for  board  members  to  travel  to  NASBE  events. 


Anticipating  the  dynamics  of  state  and  federal  legislation  in  education,  BPE  requests  additional  funding 
for  out-of-state  travel  for  the  2007  biennium.  The  additional  flmding  would  be  used  for  travel  to 
NASBE  where  staff  would  gather  information  on  federal  legislation  related  to  education.  The  $6,000 
annual  request  represents  an  increase  of  $4,520  over  the  base  year. 


COMMKNI 


LID 
ISSUK 


time-only. 


The  request  for  out-of-state  travel  adds  $6,000  to  FY  2006,  the  base  year  for  the  next  bienniimi.  It  is  not 
possible  to  predict  if  attendance  at  NASBE  meeting  will  be  as  imperative  in  the  2009  biennium  as  the  2007 
biennium.  Because  of  this,  if  the  legislature  adds  these  funds,  they  may  want  to  designate  the  funding  as  one- 


DP  3  -  Additional  Meetings  -  Board  of  Education  -  This  adjustment  provides  travel  and  per  diem  of  $4,000  in  each  year 
of  the  biennium  to  allow  the  Board  of  Public  Education  to  meet  with  the  Board  of  Regents  as  the  Board  of  Education  for 
two  meetings  each  fiscal  year. 


LID 

COM M KM 


As  mandated  by  20-2-101  (6),  MCA,  the  Board  of  Public  Education  (BPE)  and  the  Board  of  Regents 
meet  at  least  twice  yearly  as  the  Board  of  Education. 


In  support  of  its  other  statutory  responsibilities,  BPE  is  currently  funded  to  meet  eight  times  a  year.  There  is  no  funding 
for  meetings  with  the  Board  of  Regents.  However,  they  meet  the  Board  of  Education  mandate  by  overlapping  the  BPE 
January  and  July  meetings  with  Board  of  Regent  meetings.  As  a  means  to  respond  to  the  anticipated  workload  due  to 
federal  legislation  and  the  education  lawsuit  currently  before  the  Montana  Supreme  Court,  BPE  requests  funding  for  two 
meetings  with  the  Board  of  Regents  in  addition  to  eight  meetings  to  conduct  BPE  business. 


Board  Of  Public  Education 


E-28 


Administration 


Board  Of  Public  Education 


03-Advisory  Council 


Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budgel  Item 

Budgel 

Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budgel 

Fiscal  06-07 

FTE 

2.00 

0.00 

0.00 

2.00 

0.00 

B.OO 

2.00 

2.00 

Personal  Services 
Operating  Expenses 

124,211 
28,574 

(26,823) 
49,390 

0 
0 

97,388 
77,964 

(26,830) 
47,702 

0 

0 

97,381 

76,276 

194,769 
154,240 

ToUl  Costs 

$152,785 

$22,567 

$0 

$175352 

$20,872 

$0 

$173,657 

$349,009 

Slate/Other  Special 

152,785 

22,567 

0 

175,352 

20,872 

0 

173,657 

349,009 

ToUl  Funds 

$152,785 

$22,567 

$0 

$175352 

$20,872 

$0 

$173,657 

$349,009 

Program  Description 

The  seven-member  Certification  Standards  and  Practices  Advisory  Council  was  created  by  the  Legislature  in  1987  to 
study  and  make  recommendations  to  the  Board  of  Public  Education  in  the  following  areas:  1 )  teacher,  administrator,  and 
specialist  certification  standards;  2)  the  status  and  efficacy  of  approved  teacher  education  programs;  and  3)  the  feasibility 
of  establishing  teaching  certification  and  the  appeals  process.  The  board  staff  provides  administrative,  research,  and 
clerical  duties  to  the  council.  The  advisory  council  is  created  in  2-15-1522,  MCA. 

Program  Highlights 


Advisory  Council 
Major  Budget  Highlights 


Annual  funding  changes  of  1 5  percent  over  the  base  year  are  due  to: 

•  Statewide  present  law  adjustments 

•  A  $26,41 5  correction  for  a  miscode  in  salary 

•  A   decision   package   to   tie   appropriations   to    anticipated 
revenue  for  studies 


Major  LFD  Issues 


Montana  Supreme  Court  Decision  may  result  in  potential  use  of  the 
Research  Fund  to  address  workload  and/or  costs  of  the  education  law 
suit  ruling 


Program  Narrative 

The  2007  budget  request  for  the  advisory  council  program  of  the  Board  of  Public  Education  is  increased  from  the  base 
year  by  present  law  adjustments,  which  include  an  adjustment  in  personal  services  of  $26,415  to  correct  the  miscode  of 
salary.  Adjustments  for  operating  expenses  include  a  decision  package  of  $47,500  each  year  to  tie  appropriations  to 
anticipated  revenue. 

Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2005  biennium  as  recommended  by 
the  Governor. 
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Program  Funding  Table 

Advisory  Council 

Program  Funding 

Base           %  of  Base         Budget 
FY  2004          FY  2004          FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

02000  State/Other  Special  Rev.  Funds 
Grand  Total 

$     152.785            100.0%     $     175.352 
$     152,785            100.0%     $     175,352 

100.0% 
100.0% 

$     173.657 
$     173,657 

100.0% 
100.0% 

This  program  is  funded  entirely  by  state  special  revenue.  By  statute,  the  Office  of  Public  Instruction  (OPI) 
Certification/Teacher  Licensure  Unit  is  responsible  for  collecting  fees  and  depositing  them  in  two  state  special  revenue 
accounts  for  use  by  BPE.  MCA  20-4-109  sets  the  fee  for  teacher  and  specialist  certificates  at  $6  per  year.  $4  is  used  for 
expenses  of  the  certification  standards  and  practices  advisory  council,  which  makes  recommendations  regarding 
standards,  policies,  and  research  activities  to  be  undertaken  by  the  board.  $2  is  used  for  activities  in  support  of  the 
board's  constitutional  and  statutory  duties,  special  projects,  and  research  studies  of  the  advisory  council. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 


FTE 


General 
Fund 


-Fiscal  2006— 
State 
Special 


Federal 
Special 


Total 
Funds 


FTE 


General 
Fund 


-Fiscal  2007- 
State 
Special 


Federal 
Special 


Total 
Funds 


Personal  Services 
Inflation/Dellation 
Fixed  Costs 

Total  Statewide  Present  Law  Adjustments 

DP  7000  -  Tie  Appropriations  to  Anticipated  Revenue 
0.00  0 

Total  Other  Present  Law  Adjustments 

0.00  $0 

Grand  Total  All  Present  Law  Adjustments 


47,500 


$47,500 


SO 


(26,823) 
(607) 
2,497 

($24,933) 


47,500 

$47,500 

$22.567 


0.00 


0.00 


0  47,500 

$0  $47300 


SO 


(26,830) 

(604) 

806 

($26,628) 
47,500 

$47300 

$20,872 


DP  7000  -  Tie  Appropriations  to  Anticipated  Revenue  -  This  $47,500  adjustment  in  FY  2006  and  2007  brmgs  the 
research  fund  spending  appropriation  to  $60,000  in  each  year  of  the  biennium. 


Ml) 

COM  Ml. NT 


Funding  for  DP-7000  comes  fi-om  the  research  fund,  one  of  the  accounts  funded  by  the  $6  teacher  fee 
collected  by  the  Office  of  Public  Instruction.  Although  the  fund  is  titled  the  research  fund,  MCA  20- 
4-109  allows  it  to  be  used  for  constitutional  and  statutory  duties,  special  projects,  and  research 

undertaken  by  BPE.  OPI  estimates  revenues  to  the  research  fund  at  $58,000  in  2006  and  $60,000  in  2007.  The  current 

fUnd  balance  exceeds  $130,000. 


This  decision  package  is  consistent  with  those  that  legislative  sessions  2001  through  2005  have  acted  upon.  Legislators 
approved  $80,000  for  each  year  of  the  2001  biennium,  and  $60,015  for  each  year  of  the  biennium  in  2003  and  2005  to 
address  issues  under  the  purview  of  BPE.  Possible  issues  for  the  coming  biennium  would  include  those  influenced  by  the 
school  funding  equalization  lawsuit  presently  before  the  Supreme  Court,  recruitment  of  teachers  to  Montana,  standards 
and  accreditation,  and  those  raised  by  the  Montana  K-12  School  Renewal  Commission. 
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LFI) 

issui: 


When  the  Montana  Supreme  Court  decision  on  equitable  school  funding  is  known;  BPE  may  face  an 
increase  in  workload  for  the  2007  biennium  that  could  not  be  predicted  at  the  time  of  budget  submission. 
In  addition,  the  legislature  may  request  a  funding  study  by  an  outside  party,  the  cost  of  which  could  total 
between  $100,000  to  $500,000.  Therefore,  the  legislature  may  want  to  consider  using  unallocated  research  funds  for 
unanticipated  workload  or  a  contribution  to  other  costs  as  a  result  of  the  school  funding  equalization  lawsuit,  rather  than 
increasing  appropriations  for  additional  studies. 

The  following  figure  shows  the  anticipated  balance  in  the  research  fund  at  the  end  of  the  2007  biennium,  with  the  board's 
total  requested  expenditures  in  the  2007  biennium. 


Figure  1 

Research  Fund  -  Board  of  Public  Education 

FY  2002  through  FY  2007 


Actual  Actual  Actual        Projected     Projected      Projected 

FY  2002      FY  2003       FY  2004      FY  2005       FY  2006       FY  2007 


Component 


Beginning  Fund  Balance 

Revenues 

Expenditures 
Administration 
Advisory  Council 

Total  Expenditures 

Adjustments 

Ending  Fund  Balance 


$69,314       $87,706     $120,039     $132,024     $113,769       $93,409 
53,005         56,606         55,572         57,128         58,628         60,128 


12,041 
27,673 

0 

24,273 

0 
43,588 

15,015 
60,368 

17,988 
61,000 

17,988 
60,000 

39,714 

24,273 

43,588 

75,383 

78,988 

77,988 

5,101 

1 

$87,706 

$120,039 

$132,024 

$113,769 

$93,409 

$75,549 

Use  of  the  Research  Fund  is  also  raised  in  the  Governor's  Office  as  a  possible  source  of  funding  for  the  proposed 
Commissioner  of  Education.  See  Volume  3. 
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Agency  Proposed  Budget 

The  following  table  summarizes  the  total  executive  budget  proposal  for  the  agency  by  year,  type  of  expenditure,  and 
source  of  fimding. 


Agency  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

81.68 

(0.73) 

0.00 

80.95 

(0.73) 

0.00 

80.95 

80.95 

Personal  Services 
Operating  Expenses 
Equipnienl 

3,285,424 

561,260 

0 

475,472 

48,297 

0 

0 
0 
0 

3,760,896 

609,557 

0 

475,109 

15,955 

0 

0 
0 
0 

3,760,533 

577,215 

0 

7,521,429 

1,186,772 

0 

Total  Costs 

$3346,684 

$523,769 

$0 

$4370,453 

$491,064 

$0 

$4337,748 

$8,70831 

General  Fund 
Stale/Other  Special 
Federal  Special 

3,408,893 

341,095 

96,696 

575,943 

(58,343) 

6,169 

0 
0 
0 

3,984,836 

282,752 
102,865 

543,238 

(58,343) 

6,169 

0 
0 
0 

3,952,131 
282,752 
102,865 

7,936,967 
565,504 
205,730 

Total  Funds 

$3,846,684 

$523,769 

$0 

$4370,453 

$491,064 

$0 

$4337,748 

$8,708301 

Agency  Description 

The  Montana  School  for  the  Deaf  and  Blind,  located  in  Great  Falls,  operates  under  the  authority  of  20-8-101  through 
121,  MCA,  is  part  of  Montana's  educational  system,  and  is  under  the  policy  and  governance  of  the  State  Board  of  Public 
Education.  The  school  is  to  be  a  day  school  with  a  residential  option  for  children  and  adolescents  whose  hearing  or  sight 
is  a  barrier  to  receiving  proper  education  in  the  public  schools  of  the  state.  The  school  is  also  to  provide  outreach 
educational  services  and  serve  as  a  resource  center  for  parents  of  deaf  and  blind  children,  as  well  as  state  public  schools 
and  organizations  that  serve  sensory  impaired  children.  Their  goal  is  to  allow  their  students  to  attain  the  attitude, 
imderstanding,  skill,  ability,  and  knowledge  to  become  contributing  members  of  society. 

Agency  Highlights 


School  for  the  Deaf  &  Blind 
Major  Budget  Highlights 


The  executive,  with  minor  exceptions,  proposes  no  changes  to  the 
budget  except  statewide  present  law  adjustments 

•  Present  law  adjustments  increase  the  general  fund  by  $0.9 
million  over  the  2005  biennium,  due  mostly  to  a  workers' 
compensation  premium  increase  of  $3 1 8,000 

•  Termination  of  Montana  Telecommunications  Access 
Program  funds 

•  A  permanent  elimination  of  .73  FTE 


Major  LFD  Issues 


Possible  research  projects 

Possible  impact  of  equitable  school  funding  changes 


MSDB  executes  its  mandated  duties  with  80.95  FTE  and  four  programs:  administration,  general  services  (grounds  and 
buildings),  student  services  (residential),  and  education. 

In  FY  2004  MSDB  served  a  total  population  of  2,418,  a  16  percent  increase  over  the  2,082  served  in  FY  2003.   The 
population  served  includes   students   enrolled   in  the  education  program,   individuals  receiving  educational  and 
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audiological  evaluations,  outreach  programs  serving  families  and  public  schools,  summer  and  weekend  programs, 
professional  development,  and  staff  training. 

The  executive  is  recommending  a  total  biennial  budget  increase  of  $915,000  over  the  2005  biennial  budget,  primarily 
due  to  an  increase  in  personal  services  of  $860,000  that  comprises  a  $121,000  lump  sum  adjustment  for  the  aggregate 
positions  of  substitute  teachers,  interpreters,  and  teaching  assistants,  statewide  adjustments  and  vacancy  savings,  and  a 
$415,695  workers'  compensation  premium.  The  school's  total  operating  expenses  over  the  biennium  increase  by  $55,000 
because  of  present  law  adjustments  and  decision  packages  that  reduce  the  use  of  the  general  fund  by  $20,400.  The 
largest  adjustments  occur  in  the  education  and  student  services  programs,  which  employ  71.95  FTE  of  the  agency's 
80.95  total  FTE.  There  is  further  discussion  on  this  in  the  education  program. 


Ill) 
COMMKNI 


The  School  for  the  Deaf  and  Blind  was  assessed  a  workers'  compensation  premium  of  $415,695  over 
the  biennium,  which  averages  $5,100  for  each  of  the  80.95  FTE.  The  increase  is  based  upon  a  formula 
reflecting  claims  for  injuries.   The  school's  premium  was  $60,000  in  FY  2002,  $77,000  in  FY  2003, 

and  $97,800  in  FY  2004.  Estimated  premiums  for  FY  2005  to  FY  2007  range  from  $203,000  to  $212,000,  impacting  the 

agency's  biennial  premium  with  a  $318,000  increase. 


Because  of  its  24/7  nature  of  program  delivery,  the  residential  program  and  day  school  (10-8-101  -  102,  MCA),  as  well 
as  extensive  outreach  services,  the  school's  educational  programs  are  staff  intensive.  Additionally,  the  school  responds 
to  social  and  employment  issues  in  conjunction  with  other  agencies  working  on  common  issues,  such  as: 

•  DPHHS,  birthing  facilities,  and  audiologists  on  the  process  of  tracking  children  with  hearing  loss 

•  County,  state,  and  federal  agencies  to  secure  employment  for  self-sustaining  persons  upon  graduation  from  the 
school 

•  Vocational  Rehab  and/or  Blind  and  Low  Vision  Services  on  the  transition  of  students  upon  graduation  to  prepare 
them  for  the  workforce  and  independent  living 

•  School  districts  throughout  the  state  to  ensure  quality  services  to  sensory  impaired  children  enrolled  in  public 
schools 

The  school's  outreach  program  and  consulting  services  to  public  schools  and  families  is  growing  while  the  number  of 
children  using  the  residency  service  is  declining.  In  FY  2002,  42  students  were  in  the  residency  program  and  individuals 
receiving  other  services  totaled  1,246.  In  FY  2004,  there  were  37  students  in  residency  and  other  services  totaled  2,381. 
This  trend  reflects  the  philosophy  of  this  school  and  statewide  public  schools  to  keep  children  in  their  communities  and 
homes  whenever  possible.  In  accordance  with  20-8-102  and  107,  MCA,  the  school  is  allowed  to  collect  a  consuhation 
fee  from  public  schools  or  agencies  they  assist  on  behalf  of  a  hearing  or  visually  impaired  student.  The  school  may  also 
collect  a  sum  from  each  child  enrolled  in  the  school  who  is  not  a  Montana  resident.  The  fees  are  deposited  into  a  state 
special  revenue  account  that  is  statutorily  appropriated  to  the  Montana  School  for  the  Deaf  and  Blind.  Fees  are  a 
minimal  source  of  revenue,  having  ranged  from  $6,000  to  $9,000  from  2000  through  2004. 

Funding 

The  following  table  summarizes  funding  for  the  agency,  by  program  and  source  as  recommended  by  the  Governor. 
Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 


Total  Agency  Funding 

2007  Biennium  Executive  Budget 

Agency  Program 

General  Fund       State  Spec. 

Fed  Spec. 

Grand  Total 

Total  % 

01  Administration  Program 

$       700,812     $              878 

5 

$          701,690 

8.1% 

02  General  Services 

821,452 

- 

821,452 

9.4% 

03  Student  Services 

2.259,382 

58,222 

2,317,604 

26.6% 

04  Education 

4.155,321             564,626 

147.508 

4.867.455 

55.9% 

Grand  Total 

7,936,967             565,504 

205,730 

8,708,201 

100.0% 
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The  school's  programs  are  funded  primarily  from  the  general  fund,  augmented  by  federal  funding  from  Individuals  with 
Disabilities  Education  Act,  the  school  lunch  program,  the  Early  Childhood  Intervention  Act,  and  Medicaid 
reimbursement.  It  also  receives  about  $280,000  per  year  from  the  school  trust  interest  earnings  that  are  listed  in 
state/other  special  revenue.  This  bieimium,  $58,000  is  removed  from  the  state  special  revenue  category  to  adjust  for  a 
decrease  in  the  school  land  trust  income. 


LI  I) 

issLi: 


Components  within  the  educational  delivery  for  sensory  impaired  children  might  lend  themselves 
to  cost  reduction  while  maintaining  educational  services 


As  stated,  the  school  has  shifted  from  primarily  a  campus-based  educational  delivery  system  to  one  that  includes  more 
outreach  programs  to  provide  services  to  children  within  their  own  communities  and  school  districts.  Statewide  public 
schools,  DPHHS,  Job  Service  Centers  and  workforce  development  programs  of  the  Department  of  Labor  and  Industry, 
hospitals,  audiologist  clinics,  and  advocacy  programs  for  disabled  citizens  are  also  involved  in  services  for  the 
population  served  by  the  school  throughout  Montana. 

Legislators  may  want  to  investigate  possibihties  of  partnerships  with  other  agencies  and  non-profit  organizations 
working  on  similar  issues. 

One  potential  approach  is  to  investigate  possibilities  of  sharing  staff,  space  and  expertise,  while  making  maximum  use  of 
the  Montana  School  for  the  Deaf  and  Blind  facility;  research  and  development  of  new  funding  sources;  and  the  possible 
development  of  a  data  base  of  regional  experts  that  could  be  used  on  a  contract  basis  for  services  related  to: 

•  20-8-102(2),  MCA,  which  requires  the  school  to  serve  as  a  consultative  resource  for  parents  of,  and  public 
schools  enrolling,  hearing  impaired  or  visually  impaired  children 

•  20-8-102(3),  MCA,  which  requires  the  school  to  maintain  a  system  for  tracking  these  children  from  the  time  of 
impairment  through  the  child's  exit  from  intervention  or  educational  services 

•  10-8-116  and  20-8-104,  MCA  that  require  the  school  to  assist  in  locating  suitable  employment  for  hearing  or 
visually  impaired  persons  in  attendance  at  the  school  in  consultation  with  county,  state,  and  federal  agencies  and 
with  the  Department  of  Public  Health  and  Human  Services;  work  with  federal  programs,  such  as  Social  Security 
and  reemployment  for  those  out  of  work;  develop  and  offer  continuing  education  programs  of  a  vocational 
nature  for  the  hearing  and  visually  impaired  who  use  the  campus  and  facilities  of  the  school  during  the  sununer 
months  and  other  times  when  the  school  facilities  are  not  being  used  by  its  students 

Option  A  -  Direct  staff  to  investigate  and  report  to  an  appropriate  legislative  interim  committee. 

Option  B  -  Request  that  the  Legislative  Finance  Committee  consider  undertaking  this  project  during  the  2007  biennium. 

Option  C  -  Introduce  legislation  to  undertake  a  legislative  branch  study  of  this  issue. 

Option  D  -  Take  no  action 
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III) 

issii; 


The  Supreme  Court's  recent  decision  on  equitable  school  funding  could 
potentially  impact  the  school's  budget  and  the  general  fund 


There  are  legislatively  assigned  obligations  attached  to  the  School  for  the  Deaf  and  Blind  that  may  be  impacted  by  the 
Supreme  Court  decision.  The  resulting  definition  of  quality  education  and  its  delivery  could  cause  expenditures  and 
programmatic  changes  as  the  school  responds  to  meet  the  new  standards  or  definitions.  Additionally,  the  residential 
component  of  the  school  may  be  impacted  as  it  relates  to  the  total  education  of  a  child  with  sight  and  hearing  disabilities 
depending  upon  the  definition  of  quality  education  related  to  community  culture,  social,  and  employability  skills. 

In  preparation  for  this  possibility  and  impact  on  the  general  fimd,  legislators  may  want  to  establish  a  reporting  process 
through  which  the  School  for  the  Deaf  and  Blind  responds  to  the  results  of  any  studies  undertaken  and  explains  impacts 
relative  to  20-8-102(4),  MCA,  which  requires  the  school  to  "fiimish  and  provide  an  education  for  the  hearing  and 
visually  impaired  children  commensurate  with  the  education  provided  to  non-handicapped  children  in  the  public 
schools." 

Some  items  that  the  legislature  may  want  to  include  in  this  reporting  process  to  gauge  impacts  are: 
Accreditation  and  standards 

Parity  for  licensed  professional  staff  with  peers  in  public  schools 

Replacement  /  improvement  of  education  technology,  books  and  materials,  and  the  educational  library 
Adequate  maintenance  of  school  facilities  to  ensure  provision  of  educational  services 

Possible  increase  in  requests  for  MSDB  staff  consultations  to  public  schools  serving  students  with  sight  and 
hearing  disabilities  to  ensure  quality  education  is  maintained 


Biennium  Budget  Comparison 

The  following  table  compares  the  executive  budget  request  in  the  2007  biennium  with  the  2005  biennium  by  type  of 
expenditure  and  source  of  funding.  The  2005  biennium  consists  of  actual  FY  2004  expenditures  and  FY  2005 
appropriations. 


Bicnnmm  Budget  Comparison 

Presenl 

New 

Total 

Present 

New 

Total 

Total 

Total 

Budget  Item 

Law 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Law 

Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Biennium 
Fiscal  04-05 

Exec.  Budget 
Fiscal  06-07 

FiE 

80.95 

0.00 

80.95 

80.95 

o.ou 

80.95 

81.68 

80.95 

Personal  Services 
Opcraling  Expenses 
EquipmenI 

3,760,896 

609,557 

0 

0 
0 
0 

3,760,896 

609.557 

0 

3,760,533 

577,215 

0 

0 
0 
0 

3,760,533 

577.215 

0 

6,661,571 

1,131,679 

0 

7.521,429 
1.186,772 

0 

Tola!  Costs 

$4,370,453 

$0 

$4,370,453 

$4,337,748 

$0 

$4,337,748 

$7,793,250 

$8,708,201 

General  Fund 
Stale/Other  Special 
Federal  Special 

3,984,836 

282,752 
102,865 

0 
0 
0 

3,984,836 
282,752 
102,865 

3,952.131 

282,752 
102,865 

0 
0 
0 

3,952,131 

282,752 
102,865 

6,916.681 
683,177 
193,392 

7,936,967 
565,504 
205,730 

Toial  Funds 

$4,370,453 

$0 

$4,370,453 

$4,337,748 

$0 

$4,337,748 

$7,793J!50 

$8,708,201 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposals 

Exec.  Budget 

Adjustment 

Proposals 

Exec.  Budget 

Exec.  Budget 

Budget  Item 

Fiscal  2004 

Fiscal  2006 

Fiscal  2006 

Fiscal  2006 

Fiscal  2007 

Fiscal  2007 

Fiscal  2007 

Fiscal  06-07 

FTE 

5.00 

0.00 

0.00 

5.00 

0.00 

0.00 

5.00 

5.00 

Personal  Services 

258,906 

(1,117) 

0 

257,789 

(1,143) 

0 

257.763 

515,552 

Operating  Expenses 

71,756 

34,147 

0 

105,903 

8,479 

0 

80,235 

186,138 

Total  Costs 

$330,662 

$33,030 

$0 

$363,692 

$7336 

SO 

$337,998 

$701,690 

General  Fund 

330,662 

32,591 

0 

363,253 

6,897 

0 

337,559 

700,812 

Stale/Other  Special 

0 

439 

0 

439 

439 

0 

439 

878 

Total  Funds 

$330,662 

$33,030 

$0 

$363,692 

$7336 

$0 

$337,998 

$701,690 

Program  Description 

The  Administration  Program  staff  provides  purchasing,  accounting,  personnel  functions,  and  management  of  business 
affairs  for  the  school. 

Program  Highlights 


Administration  Program 
Major  Budget  Highlights 


•     The  executive  requests  no  changes  except  statewide  present  law  adjustments. 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
Administration  Program 

Program  Funding 

Base           %  of  Base         Budget 
FY  2004         FY  2004          FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

01000  General  Fund 
02000  State/Other  Special  Rev.  Funds 
Grand  Total 

$     330,662            100.0%     $     363,253 

439 

99.9% 

0.1% 

100.0% 

$     337,559 

439 

$     337,998 

99.9% 

0.1% 

100.0% 

$     330,662           100.0%     $     363,692 

The  administrative  program  is  funded  with  general  fimd  and  less  than  $1,000  per  year  from  the  school's  land  trust 
earnings. 
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School  For  The  Deaf  &  Blind 01-Administrarion  Program 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  made  by  the  legislature. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Legislative  decisions 
on  these  items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the 
narrative  descriptions. 


Preseni  Law  Adjuslments 

Fiscal  2006 Fiscal  2007 

General  State  Federal  Total  General  State  Federal  Total 

FTE  Fund  Special  Special  Funds  FTE  Fund  Special  Special  Funds 


Personal  Services  9,624  9,598 

Vacancy  Savings  ,                              (10,741)  (10,741) 

Inflation/Deflation  (581)  (581) 

Fixed  Costs  34,728  9,060 

Toul  Sutewlde  Present  Law  Adjustments  $33,030  $7,336 

Grand  Total  All  Present  Law  Adjustments  $33,030  $7,336 
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Program  Proposed  Budget  ,, 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

^^^ 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposa 

s 

Exec.  Budget 

Adjustment 

Proposa 

s 

Exec.  Budget 

Exec.  Budget 

Budget  Item 

Fiscal  2004 

Fiscal  2006 

Fiscal  2006 

Fiscal  2006 

Fiscal  2007 

Fiscal  2007 

Fiscal  2007 

Fiscal  06-07 

KIH 

4.00 

0.00 

0.00 

4.00 

0.00 

0.00 

4.00 

4.00 

Personal  Services 

128,630 

19,135 

0 

147,765 

19,854 

0 

148,484 

296.249 

Operating  Expenses 

254,389 

11,598 

0 

265,987 

4,827 

0 

259,216 

525,203 

Total  Costs 

$383,019 

$30,733 

$0 

$413,752 

$24,681 

$0 

$407,700 

$821,452 

General  Fund 

383,019 

30,733 

0 

413,752 

24,681 

0 

407,700 

821,452 

Total  Funds 

$383,019 

$30,733 

$0 

$413,752 

$24,681 

$0 

$407,700 

$821,452 

Program  Description 

The  General  Services  Program  staff  members  are  responsible  for  general  upkeep  and  maintenance  of  the  school's  eight 
buildings  and  18.5-acre  campus  complex 

Program  Highlights 


General  Services 
Major  Budget  Highlights 


•        The  executive  recommends  no  changes  except  for  statewide  present 
law 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
General  Services 

Base 
Program  Funding           FY  2004 

%  of  Base          Budget         %  of  Budget 
FY  2004         FY  2006          FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

01000  General  Fund    $    383.019 
Grand  Total              $    383,019 

100.0%     $    413.752              100.0% 
100.0%     $    413,752              100.0% 

$    407.700 
$     407,700 

100.0% 
100  0% 

This  program  is  fimded  with  general  fiind. 
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School  For  The  Deaf  &  Blind 02-General  Services 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  made  by  the  legislature. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Legislative  decisions 
on  these  items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the 
narrative  descriptions. 


Present  Law  Adjustments 

Fisrii  -innf. 

General 
FTE                  Fund 

Slate 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 

Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

25.292 

(6,157) 

10.096 

1,502 

26.040 

(6.186) 

7,406 

(2,579) 

Total  Statewide  Present  Law  Adjustments 

$30,733 

$24,681 

Grand  Total  All  Present  Law  Adjustments 

$30,733 

$24,681 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding.  I 


Program  Proposed  Budget 

^^^ 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget 

Adjustment 

Proposa 

s 

Exec.  Budget 

Adjustment 

Proposals 

Exec.  Budget 

Exec  Budget 

Budget  Item 

Fiscal  2004 

Fiscal  2006 

Fiscal  2006 

Fiscal  2006 

Fiscal  2007 

Fiscal  2007 

Fiscal  2007 

Fiscal  06-07 

FTE 

29.74 

0.00 

0.00 

29.74 

0.00 

0.00 

29.74 

29.74 

Personal  Services 

906,663 

146,396 

0 

1,053,059 

150,025 

0 

1,056,688 

2,109,747 

Operating  Expenses 

99,047 

4,833 

0 

103,880 

4,930 

0 

103,977 

207,857 

Equipment 

0 

0 

0 

0 

0 

0 

0 

0 

Total  Costs 

$1,005,710 

$151,229 

$0 

$1,156,939 

$154,955 

$0 

$1,160,665 

$2317,604 

General  Fund 

977,958 

149,870 

0 

1,127,828 

153,596 

0 

1,131,554 

2,259,382 

Federal  Special 

27,752 

1,359 

0 

29,1 1 1 

1,359 

0 

29,111 

58,222 

Total  Funds 

$1,005,710 

$151,229 

$0 

$1,156,939 

$1S44>55 

$0 

$1,160,665 

$2317,604 

Program  Description 

The  Student  Services  Program  provides  residential  care  for  children  living  at  the  school.    The  residential  program 
consists  of  two  cottages,  each  having  three  wings  connected  by  a  food  service  building. 

Program  Highlights 


Student  Service  Program 
Major  Budget  Highlights 


The  executive  proposes  no  changes  except  statewide  present  law 
adjustments 


The  Student  Services  Program  provides  residential  care  (20-8-102,  MCA)  for  students  living  at  the  school,  which  is 
generally  about  half  of  the  student  population.  This  program  operates  seven  days  a  week  around  the  clock,  and  employs 
42  individuals  for  29.74  FTE  comprising  22  institution  attendants,  5  licensed  practical  nurses,  7  cooks/food  preparation 
persons,  1  computer  specialist,  1  administrator,  and  6  educators  that  are  responsible  for: 

•  Activities  designed  to  further  the  student's  social  skills  that  occur  during  the  week  and  weekends,  and  range 
from  roller-skating  to  shopping 

•  24-hour  health  care  services  including  a  disease  and  injury  prevention  program  directed  by  a  registered  nurse  and 
staffed  by  licensed  practical  nurses 

•  The  independent  living  skills  program  designed  to  transition  students  to  Ufe  after  graduation,  which  is  staffed  by 
behavioral  coimselors 


Whether  the  school  uses  all  available  cottage  space  depends  upon  the  enrollment  number,  age  and  sex  of  students. 
Presently  there  is  one  vmoccupied  wing.  However,  if  another  middle  school  or  high  school  girl  enrolls,  and  there  is  no 
other  change  in  the  number  of  residents,  the  wing  would  be  opened. 
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Ml) 
COMMKNT 


The  school's  residency  program  for  Montana  students  enrolled  is  a  free  service.  The  school  provides 
travel  days  at  no  cost  to  the  parents  one  time  each  month  during  the  school  year  in  addition  to  holiday 
travel.  Non-employee  travel  is  budgeted  at  the  same  amount  as  FY  2004,  $37,700  per  year. 


The  school  has  applied  for  federal  impact  aid  for  children  from  active  military  families  participating  in  the  residency 
program,  but  has  been  unsuccessflil  to  date. 


The  biennial  workers  compensation  premium  of  $248,500  in  this  program  is  based  upon  the  program's  29.74  FTE  and 
equates  to  $8,357  per  FTE  over  the  biennium. 

Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 

Student  Services 

Base 

%  of  Base         Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004         FY  2006 

FY  2006 

FY  2007 

FY  2007 

01000  General  Fund 

$    977,958 

97.2%     $1,127,828 

97.5% 

$1,131,554 

97.5% 

03000  Federal  Spec.  Rev.  Funds 

27.752 

2.8%            29.111 

2.5% 

29,111 

2.5% 

Grand  Total 

$1,005,710 

100.0%     $1,156,939 

100.0% 

$1,160,665 

100.0% 

The  student  services  program  is  funded  by  general  fund  and  federal  funds  from  the  national  school  lunch  program. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  made  by  the  legislature. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Legislative  decisions 
on  these  items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the 
narrative  descriptions. 


Present  Law  Adjustments 

Fis""' ''""'-   - 

-    Fiscal  2007    - 

General 
r-TE                  Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FFE 

General 

Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Denation 

190,271 

(43.875) 

4,833 

194.051 

(44,026) 

4.930 

Total  SUtewide  Present  Law  Adjustments 

$151,229 

$154,955 

Grand  Total  All  Present  Uw  Adjustments 

$151,229 

$154,955 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  fianding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 

Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FI'E 

42.94 

(0.73) 

0.00 

42.21 

(0.73) 

0.00 

42.21 

42.21 

Pei^onal  Services 
Operating  Expenses 
Equipment 

1,991,225 

136,068 

0 

311,058 

(2,281) 

0 

0 
0 
0 

2,302,283 

133,787 

0 

306,373 

(2,281) 

0 

0 
0 
0 

2,297,598 

133,787 
0 

4,599,881 

267,574 
0 

Total  Costs 

$2,127,293 

$308,777 

$0 

$2,436,070 

$304,092 

$0 

$2,43  U85 

54,867,455 

General  Fund 
State/Other  Special 
Federal  Special 

1,717,254 

341,095 

68,944 

362,749 

(58,782) 

4,810 

0 
0 
0 

2,080,003 

282,313 

73,754 

358,064 

(58,782) 

4,810 

0 
0 
0 

2,075,318 
282,313 

73,754 

4,155,321 
564,626 
147,508 

Total  Funds 

$2,127,293 

$308,777 

$0 

$2,436,070 

$304,092 

$0 

$2,431385 

$4,867,455 

Program  Description 

The  Education  Program  provides  an  education  for  children  with  hearing  and/or  sight  loss  that  prevents  them  from 
receiving  a  quality  education  in  their  local  schools.  The  Education  Program  serves  visually  and  hearing  impaired 
children  who  remain  in  their  local  school  districts  by  providing  deafiTjlind  educational  support  services  to  the  students' 
local  schools.  The  program  also  offers  "mainstream"  programs  for  on-campus  students  in  a  joint  effort  with  the  Great 
Falls  public  school  system. 

Program  Highlights 


Education  Program 
Major  Budget  Highlights 


Total  funding  increases  $300,000  per  year  over  FY  2004  as  follows: 

•  Present   law   adjustments   in   personal   services   and   a 
workers  compensation  premium  of  $124,000  per  year 

•  Registration  of  overtime  for  staff 

•  A  permanent  reduction  of  .73  FTE  in  the  statewide  FTE 
reduction 


The  Education  Program  serves  children  enrolled  at  the  School  for  the  Deaf  and  Blind,  and  provides  support  services  to 
public  schools  providing  education  to  children  qualified  to  attend  MSDB,  but  who  wish  to  remain  in  their  local  school 
districts.  There  are  presently  75  students  receiving  "on  campus"  educational  services. 

There  are  46  employees  representing  42.21  FTE  comprising:  9.86  teachers  for  the  deaf  and  5.1 1  teachers  for  the  blind; 
6.09  interpreters;  4.72  teaching  assistants;  3.65  outreach  consultants;  7.30  support  staff;  1.00  administrator;  1.50  clerical; 
0.73  librarian;  1.43  substitute  teachers;  0.82  Ufeguard;  and  0.73  career-ed  coordinator. 
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The  following  figure  reflects  the  population  served  by  the  school  in  FY  2002  and  FY  2004,  and  the  estimate  for  FY 
2006. 


School  for  the  Deaf  and  Blind 

Population  Served 

Projected 

Category 

FY  2002 

FY  2004 

FY  2006 

Education  and  Evaluations 

314 

453 

467 

Consultation  Services 

255 

301 

300 

Weekend  and  Summer  Programs 

206 

287 

320 

Outreach  Professional  Development 

785 

1,377 

1,795 

Toul  Served 

1,560 

2,418 

2,882 

Funding 

The  following  table  shows  program  fimding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 

Education 

Base 

%  of  Base          Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004          FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 000  General  Fund 

$1,717,254 

80.7%     $2,080,003 

85.4% 

$2,075,318 

85.4% 

02000  State/Other  Special  Rev.  Funds 

341,095 

16.0%          282,313 

11.6% 

282,313 

1 1 .6% 

03000  Federal  Spec.  Rev.  Funds 

68.944 

3.2%            73.754 

3.0% 

73,754 

3.0% 

Grand  Total 

$2,127,293 

100.0%     $2,436,070 

100.0% 

$2,431,385 

100.0% 

The  education  program  is  funded  by  general  fimd,  state  special  revenue  from  school  trust  lands,  rental  income,  and 
reimbursements  from  school  districts  for  large  print  and  Braille  materials,  federal  disabled  children  grants,  and  Medicaid 
reimbursements. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  made  by  the  legislature. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Legislative  decisions 
on  these  items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the 
narrative  descriptions. 


Present  Law  Adjustments 

pjs, 

General 
FTE                  Fund 

cal  2006 

Fiscal  ""OO? 

Federal 
Special 



Total 

Funds 

State 
Special 

Federal 
Special 

Total 
Funds 

Ht 

General 
Fund 

State 
Special 

Personal  Services 
Vacancy  Savings 
Fixed  Costs 

425,706 

(94,250) 

(2.281) 

420,751 

(94,049) 

(2,281) 

Total  Sutewide  Present  Law  Adjustments 

$329,175 

$324,421 

DP  2  -  Extracurricular  Compensation 

0.00              10.930 
DP  5  -  Replacement  Lease  Vehicles 

0.00                      0 
DP  7  -  Statewide  h  1  b  Reduction 

(073)            (31.328) 

0 

0 
0 

0 
0 
0 

10,930 

0 

(31,328) 

0.00 

0.00 

(0.73) 

10.930 

0 

(31,259) 

0 
0 
0 

0 

0 

0 

10,930 

0 

(31.259) 

Total  Other  Present  Law  Adjustments 

(0.73)           ($20J98) 

so 

$0 

($20J98) 

(0.73) 

($20329) 

so 

so 

(S20329) 

Grand  Total  All  Present  Law  Adjustments 

$308,777 

$304,092 
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DP  2  -  Extracurricular  Compensation  -  The  school  pays  staff  for  supervising  or  coaching  extracurricular  activities  in 
sports  and  other  school  functions  that  are  contained  in  the  collective  bargaining  agreement.  The  executive  proposal  of 
$10,930  general  fund  for  each  year  of  the  biennium  includes  $9,234  m  salaries  and  $1,696  in  employer  paid  benefits. 


LID 
COMMENT 


The  overtime  for  FY  2002  was  $17,822  and  FY  2004  was  $14,248.  Overtime  for  the  school  is  treated 
as  a  zero  based  accoimt  and  is  requested  each  year. 


DP  5  -  Replacement  Lease  Vehicles  -  The  executive  requests  fimds  to  lease  a  car  and  van  to  replace  veliicles  used  by  the 
Outreach  Consultant  and  the  school  in  Great  Falls.  The  total  cost  for  both  lease  vehicles  is  $10,217  per  year,  which  is 
offset  by  reductions  in  operating  expenses.  There  is  no  increase  to  the  2007  biennium. 


LFD 
COM M KM 


The  lease  cost  for  the  car  is  $5,005  per  year  and  the  van  is  $5,212,  for  a  total  cost  of  $10,21 7  per  year. 
The  total  lease  cost  is  offset  by  base  reductions  in  operating  expenses  of  gasoline  at  $3,135,  insurance 
at  $2,400,  personal  car  mileage  at  $1,004,  and  maintenance  at  $3,678. 


DP  7  -  Statewide  FTE  Reduction  -  The  executive  recommends  a  statewide  FTE  reduction  equivalent  to  the  reductions 
taken  in  the  2005  legislative  session  that  would  permanently  remove  0.73  FTE  and  about  $31,000  general  fund  per  year 
from  the  budget. 


LFl) 
COMMENT 


During  the  last  session  the  legislature  approved  a  fiind  switch  implemented  in  the  preceding  special 
session,  which  reduced  the  agency's  general  fund  by  $56,995  each  year  while  increasing  state  special 
revenue  by  the  same  amount,  using  Montana  Telecommunications  Access  Program  (MTAP)  funding. 
MTAP  ftmding  was  designated  as  one-time-only  and  concludes  at  the  end  of  FY  2005.  Rather  than  replace  the  funding 
with  general  fund,  this  decision  package  permanently  eliminates  0.73  FTE  from  the  education  program  and  $31,000  of 
related  salary  costs  from  the  agency's  general  fund  per  year.  For  a  fiirther  discussion  of  MTAP,  see  the  Department  of 
Public  Health  and  Human  Services  in  Volume  3  of  this  pubUcation. 
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Agency  Proposed  Budget 

The  following  table  summarizes  the  total  executive  budget  proposal  for  the  agency  by  year,  type  of  expenditure,  and 
source  of  fimding. 


Agency  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

7.00 

0.00 

0.00 

7.00 

0.00 

0.00 

7.00 

7.00 

Personal  Services 
Operating  Expenses 
Grants 
Transfers 

374,214 

198,491 

452,330 

0 

58.146 

(13.167) 

10.054 

0 

0 

5.000 

0 

40,000 

432,360 

190,324 

462,384 

40,000 

58,441 

(41,882) 

14,747 

0 

0 

5.000 

0 

0 

432,655 
161,609 

467,077 
0 

865,015 
351,933 
929.461 

40,000 

Total  Costs 

Sl,025,035 

$55,033 

$45,000 

$1,125,068 

$3U06 

$5,000 

$1,061341 

$2,186,409 

General  Fund 
State/Other  Special 
Federal  Special 

286,250 
158.801 
579.984 

25,106 

7,177 

22.750 

45,000 
0 
0 

356,356 
165,978 
602,734 

(345) 

8,901 

22,750 

5.000 
0 
0 

290,905 
167,702 
602,734 

647,261 

333.680 

1.205,468 

Total  Funds 

$1,025,035 

$55,033 

$45,000 

$1,125,068 

$31,306 

$5,000 

$1,061,341 

$2,186,409 

Agency  Description 

The  Montana  Arts  Council  (MAC)  is  authorized  by  Title  22-2-101,  MCA  to  assist  public  and  private  institutions  with 
artistic  and  cultural  activities.  The  council  encourages  participation  in,  and  appreciation  of,  the  arts.  The  council  fosters 
interest  in  the  state's  cultural  heritage,  expands  state  cultural  resources,  and  supports  freedom  of  artistic  expression 
through  ongoing  programs  and  projects.  The  council  administers  the  Cultural  and  Aesthetic  Project  grants,  other  grants 
approved  by  the  legislature,  and  makes  recommendations  to  the  legislature  on  arts  related  issues. 

Agency  Highlights 


Montana  Arts  Council 
Major  Budget  Highlights 


The  Arts  Council's  change  to  the  broadband  pay  plan: 

•  Increases  personal  services  1 5  percent  over  the  base  year 

•  Decreases    operating    expenses    $45,000    annually    to 
partially  offset  salary  increases 

The  Governor  recommends  two  new  proposals  of: 

•  $10,000  over  the  biennium  for  E-Grants  and  Data  Base 
System 

•  $40,000  of  one-time-only  funding,  restricted  for  additional 
grant  resources 


Major  LFD  Issues 


Suggestions  to  reduce  use  of  general  fund 


Agency  Discussion 

The  total  budget  for  the  Arts  Council  includes  $86,339  in  present  law  adjustments  and  $50,000  in  new  proposals  for  a  net 
increase  over  the  fiscal  2004  base  of  $136,339. 

Included  in  new  proposals  is  $40,000  of  general  fund  that  the  executive  proposes  to  use  as  additional  grant  money. 
There  is  further  discussion  in  the  funding  section  that  follows  and  with  DP-  7001. 
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Funding 

The  following  table  summarizes  funding  for  the  agency,  by  program  and  source,  as  recommended  by  the  Governor. 
Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 


Program  Funding 

Fable 

Promotion  Of  The  Arts 

Base           %  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004         FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$    286,250             27.9% 

$    356,356 

31.7% 

$    290,905 

27.4% 

02009  Cultural  And  Aesthetic  Project 

158,801             15.5% 

165,978 

14.8% 

167,702 

15.8% 

03016  Nea  Funds-Basic  State  Grant 

523,086             51.0% 

545,836 

48.5% 

545,836 

51.4% 

03017  Nea  Funds-Arts  In  Education 

56,898               5.6% 

56,898 

5.1% 

56,898 

5.4% 

Grand  Total 

1,025,035           100.0% 

1,125,068 

100.0% 

1,061,341 

100.0% 

The  Montana  Arts  Council  is  fimded  with  a  combination  of  general  fund,  state  special  revenue  from  cultural  &  aesthetic 
(C&A)  trust  fund  interest  earnings,  and  federal  funds  from  the  National  Endowment  for  the  Arts  (NEA). 

The  coal  severance  tax  fimd  shared  account  supports  the  Montana  Arts  Council's  adminisfration  of  the  cultural  trust 
activities  and  its  Folklife  Program,  which  supports  Montana's  traditional  and  native  arts  and  cultures.  Interest  earnings 
from  the  corpus  of  the  cultural  trust  support  the  Cultural  and  Aesthetic  Program  projects. 

The  Arts  Council  has  become  increasingly  reliant  on  general  fiind  over  the  last  several  years.  Use  of  the  general  ftind 
has  increased  19  percent  since  1996,  while  state  special  fimding  has  decreased  1.9  percent.  As  a  means  to  address  a 
substantial  drop  in  federal  funding  from  the  National  Endowment  for  the  Arts  in  1997,  the  council  eliminated  3.00  FTE, 
streamlined  operations,  and  received  a  general  fund  increase  of  over  90  percent.  Since  then,  the  general  fund  has  been 
about  30  percent  of  its  budget.  In  FY  2004  it  was  38  percent. 


IAD 
ISSUK 


Funding  Changes  for  Cultural  and  Aesthetic  Grants 


Interest  from  the  cultural  and  aesthetic  trust  (C&A  Trust)  supports  greints  to  local  communities  and  a  portion 
of  the  administration  function  of  the  Montana  Arts  Council.  Prior  to  the  2001  biennium,  no  genera!  fund 
supported  grants.  In  1997,  the  55*  Legislature  removed  approximately  one-half  of  the  C&A  Trust  fund  balance  of  $3.9 
million  to  purchase  Virginia  and  Nevada  City  properties.  This  action  reduced  the  ability  of  the  trust  to  earn  an  amount 
of  interest  comparable  to  prior  years  for  arts  projects  and  grants.  In  order  to  maintain  statutory  support  of  the  cultural 
and  aesthetic  program,  each  legislature  since  has  appropriated  general  fund  to  replace  lost  interest  revenues  as  a  result  of 
the  transfer. 

The  executive  is  proposing  to: 

•  Restore  the  $3.9  million  taken  from  the  trust  in  the  1 997  session  to  buy  Virginia  City 

•  Remove  the  entire  general  fund  appropriation  that  had  been  contained  in  House  Bill  9  for  the  cultural  and 
aesthetic  grant  awards  in  previous  biennia. 

•  Fund,  through  HB  2,  a  one-time  general  fimd  appropriation  of  $40,000  in  FY  2006  as  additional  grant  money,  to 
adjust  for  reduced  interest  earnings  in  the  C&A  Trust  Fund  (DP-7001) 
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issui: 


The  Montana  Arts  Council  staff  administers  cultural  and  aesthetic  grants,  which  are  appropriated  by  the  Long 
Range  Planning  Subcommittee  in  HB  9.  The  executive  recommends  a  HB  9  appropriation  of  $800,553  for 
the  CiJtxiral  and  Aesthetics  Grants  Program  in  the  amounts  of: 

•  $30,000  to  fully  fund  the  historical  top  priority  for  HB  9,  the  Montana  Historical  Society's  appropriation  for 
Capitol  Complex  works  of  art 

•  $770,553  to  fund  grant  requests  out  of  $1 .3  million  as  recommended  by  the  advisory  committee 

The  executive  also  recommends  utilizing  $333,680  for  administration  of  C&A  projects  and  the  Folklife  program. 

The  fund  balance  projection  for  the  accoimt  is  shown  in  Figure  1 .  The  fund  balance  reflects  assumptions  adopted  by  the 
Revenue  and  Transportation  Interim  Committee  (RTIC)  in  November  of  2004. 

As  shown,  the  Revenue  and  Transportation  Interim  Committee 
estimate  indicates  the  unallocated  interest  would  total  $157,767  over 
the  biennium.  The  legislature  has  a  number  of  options: 

•  The  executive  is  requesting  $40,000  of  additional  grants  be 
funded  with  general  fund.  These  additional  grant  funds 
could  be  funded  with  C&A  Trust  funds. 

•  C&A  grants  in  HB  9  could  be  increased 

•  Eligible  administration  expenses  such  as  accounting, 
correspondence,  project  visits,  grant  proposals,  and  costs  of 
the  advisory  committee  established  in  2-15-1521,  MCA,  that 
may  now  be  funded  with  general  fund,  could  be  replaced 
with  C&A  Trust,  possibly  including  a  portion  of  the 
following  executive  recommendations  for  the  2007 
biennium: 

•  $  1 9,686  for  administrative  cost  adjustments  (DP  5) 

•  $  1 0,000  for  e-grant  and  database  system  costs  (DP  3) 

•  $11,330  for  equipment  replacement  (DP  2) 

For  further  information  on  the  grants  and  related  ftmding,  see  the 
Long  Range  Planning  section  of  this  volume. 


Figure  1 

Cultural  &  Aesthetic  Grant 

Program 

Fund  Balance  Projection,  2007  Biennium                  | 

Estimated  Beginning  Fund  Balance 

$0 

Revenue  Projections' 

Fiscal  2006  Interest 

351,000 

Fiscal  2007  Interest 

364,000 

Total  Funds  Available 

$715,000 

Proposed  Expenditures 

Administration  and  Folklife 

(333,680) 

Capitol  Complex  Works  of  Art 

(30,000) 

Grants 

(770.553) 

Total  Expenditures 

(1,134,233) 

FY  2007  Projected  Present  Uw  Ending  Fund  Balance 

($419,233) 

Executive  Proposals: 

General  Fund  Transfer 

40,000 

Restore  Coipus,  $3.9  million' 

Fiscal  2006  Interest 

269,000 

Fiscal  2007  Interest 

268,000 

Total  Funds  Available 

537,000 

$157,767 

'  Bued  on  HIK  2  revenue  estiiiuta 

'    Based  on  tnnsfcr  of  S3  9  million  July  1.200S 

Biennium  Budget  Comparison 

The  following  table  compares  the  executive  budget  request  in  the  2007  bieimium  with  the  2005  biennium  by  type  of 
expenditure  and  source  of  funding.  The  2005  bieimium  consists  of  actual  FY  2004  expenditures  and  FY  2005 
appropriations. 
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Biennium  Budget  Comparison 

Present 

New 

ToUl 

Present 

New 

Total 

Total 

Total 

Budget  Item 

Law 

Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Law 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Biennium 
Fiscal  04^5 

Exec.  Budget 
Fiscal  06-07 

FTE 

7.00 

0.00 

7.00 

7.00 

0.00 

7.00 

7.00 

7.00 

Personal  Services 
Operating  Expenses 
Grants 
Transfers 

432,360 

185,324 

462,384 

0 

0 

5,000 

0 

40,000 

432,360 

190,324 

462,384 

40,000 

432,655 

1 56,609 

467,077 

0 

0 

5,000 

0 

0 

432,655 
161,609 

467,077 
0 

766,614 

387,014 

939,573 

0 

865,015 

351,933 

929,461 

40,000 

ToUl  Costs 

$1,080,068 

$45,000 

$1,125,068 

$1,056,341 

$5,000 

$1,06  U41 

$2,093401 

$2,186,409 

General  Fund 
State/Other  Special 
Federal  Special 

311,356 
165,978 
602,734 

45,000 
0 
0 

356,356 
165,978 
602,734 

285,905 
167,702 
602,734 

5,000 
0 
0 

290,905 
167,702 
602,734 

576,604 

315,026 

131,571 

647.261 

333.680 

1.205,468 

Total  Funds 

$1,080,068 

$45,000 

$1,125,068 

$1,056,341 

$5,000 

$1,06  U41 

$2,093,201 

$2,186,409 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 


FTE 


General 
Fund 


-Fiscal  2006— 
Slate 
Special 


Federal 
Special 


Total 
Funds 


FTE 


General 
Fund 


-Fiscal  2007- 
State 
Special 


Federal 
Special 


Total 
Funds 


Personal  Services 
Inflation/Deflation 
Fixed  Costs 

Total  Statewide  Present  Law  A((Justments 

DP  1  -  Rent  Increase 


52,996 
(213) 
4,034 

$56,817 


0.00 

158 

242 

158 

558 

DP  2  -  Equipment  Replacement 

0.00 

6,428 

0 

0 

6,428 

DP  4  -  Federal  Funds  Increase 

0.00 

0 

0 

10,054 

10,054 

DP  5  -  Administrative  Cost  Adjustments 

0.00 

12,597 

2,319 

11,260 

26,176 

DP  7000  -  Alternative  Payplan  Conversion 

0.00 

(15,000) 

(15,000) 

(15,000) 

(45,000) 

Total  Other  Present  Law  Adjustments 

0.00 

$4,183 

($12,439) 

$6,472 

($1,784) 

Grand  Total  All  Present  Law  Adjustments 

$55,033 

52,891 

(205) 

(15,208) 

$37,478 


0.00 

1,008 

1,602 

1,008 

3,618 

0.00 

4,902 

0 

0 

4,902 

0.00 

0 

0 

14.747 

14,747 

0.00 

7,089 

2,719 

5,753 

15,561 

0.00 

(15,000) 

(15,000) 

(15,000) 

(45,000) 

0.00 

($2,001) 

($10,679) 

$6308 

($6,172) 
$3U06 
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111) 
CO.MiMKNT 


The  increase  in  personal  services  of  just  over  14  percent  from  the  base  year  is  due  to  a  change  from 
the  standard  pay  plan  to  the  broadband  pay  plan. 


The  council  employs  7.00  FTE  under  the  broadband  pay  plan  developed  by  the  Personnel  Division 
of  the  Department  of  Administration  under  the  authority  of  2-18-303,  MCA.  The  broadband  pay  plan  places  FTE  into 
fewer  position  classifications  with  wider  ranges  between  minimum  and  maximum  pay  levels  to  provide  additional 
compensation  flexibility  with  a  goal  of  providing  a  tool  to  retain  and/or  recruit  quality  staff 

For  the  2007  biennium,  the  council  has  given  staff  pay  raises  from  a  minimum  of  10  percent  to  a  maximum  of  15 
percent  with  a  budgetary  increase  of  $95,800  in  FY  2006  and  $94,546  in  FY  2007  over  the  base  year.  To  help  offset  the 
increase  in  salaries,  the  council  decreased  unallocated  operating  expenses  $45,000  each  year  of  the  biennium.  (see  DP  - 
7000) 

As  of  this  writing,  the  coimcil  has  not  indicated  where  they  would  reduce  expenditures. 

The  legislature  may  want  to  request  a  plan  showing  what  services  will  be  reduced  and  the  impact  on  the  Arts  Council's 
customers. 


DP  1  -  Rent  Increase  -  The  executive  recommends  funding  for  the  present  law  increase  in  rent  under  the  negotiated  lease 
with  the  City-County  Administration  and  the  Department  of  Administration.  The  increase  is  projected  at  3  percent  per 
year.  The  $4,176  cost  of  rent  is  split  $1,166  general  fund,  $1,844  state  special  revenue  ftind,  and  $1,166  federal  funds 
over  the  biennium. 


LFI) 
COMMKNT 


The  increase  is  projected  at  3  percent  per  year  and  is  based  on  the  FY  2004  rent  total  of  $17,088. 
The  actual  increase  is  less  than  $600  per  year.  The  FY  2007  allocation  increases  by  more  than  3 
percent  because  the  non-budgeted  Wallace  grant,  which  has  been  paying  a  portion  of  the  rent, 
terminates  in  FY  2006. 


DP  2  -  Equipment  Replacement  -  The  executive  recommends  $1 1,330  of  general  ftmd  for  computer  replacement  of  four 
personal  computers,  two  laptops,  and  two  printers  per  the  state's  computer  equipment  replacement  cycle. 


LM) 
COMMKNI 

According  to  Arts  Council  staff,  this  represents  about  half  of  the  existing  computer  equipment. 
Legislators  might  want  to  consider  the  FY  2006  request  as  one-time-only  since  it  is  for  replacement 
and  not  for  on-going,  standard  maintenance. 

DP  4  -  Federal  Funds  Increase  -  The  executive  recommends  authority  to  spend  the  increase  in  federal  special  revenue 
allocated  by  the  National  Endowment  for  Arts  for  Challenge  America  purposes.  The  Basic  State  Plan  ftinds  decreased 
while  the  Challenge  America  funds  increased  providing  funding  over  the  biennium  of  approximately  $24,800  federal 
funds. 

DP  5  -  Administrative  Cost  Adjustments  -  The  executive  recommends  funding  of  $19,686  general  fund,  $5,038  state 
special  revenue,  and  $17,013  federal  fiinds  over  the  biennium  for:  anticipated  cost  of  per  diem  for  the  council.  Cultural  & 
Aesthetic  Projects  and  the  Citizens  Advisory  Panel,  as  well  as  other  basic  adjustments  such  as  professional  services,  legal 
fees,  printing,  in-state  lodging,  and  costs  associated  with  updating  the  council's  state  and  federally  required  strategic 
plan.  Funding  would  also  provide  for  mid-tier  processing  and  local  area  network  administration  from  ITSD  for 
approximately  $9,700  over  the  biennium. 
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Each  biennium,  the  council  submits  standard  base  adjustments  with  its  budget  that  represent  the 
overall  present  law  increases  for  the  biennium. 
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Per  diem  and  lodging  for  the  15-member  Council,  panelists,  and  the  16  member  Cultural  & 
Aesthetic  Projects  Citizens'  Advisory  Panel  would  add  $5,150  in  FY  2006  and  $5,550  in  FY  2007.  Per  diem  is  a  zero- 
based  item  and  must  be  requested  in  full  each  biennium.  The  amount  requested  is  the  same  as  the  previous  biennium. 

Funds  are  also  requested  for  a  5  percent  armual  increase  for  production  of  the  State  of  the  Arts  Newsletter,  including 
projected  annual  printing  cost  increases  of  6  percent,  and  a  projected  inflation  rate  of  7.5  percent  armually  for  increased 
mailing  of  newsletters. 


DP  7000  -  Alternative  Pavplan  Conversion  -  At  the  end  of  FY  2004  the  agency  converted  to  the  broadband  pay  plan. 
The  annual  cost  of  the  conversion  is  approximately  $45,000  and  funding  is  split  evenly  between  general  fund,  state 
special  revenue,  and  federal  special  revenue.  The  operating  budget  for  the  program  is  reduced  by  a  like  amount  to  fund 
the  conversion. 

New  Proposals 

The  "New  Proposal"  table  summarizes  all  new  proposals  requested  by  the  executive. 


New  Proposals 


ftogram 


FTE 


General 
Fund 


-Fiscal  2006— 
State 
Special 


Federal 
Special 


Total 
Funds 


FTE 


Fiscal  2007 

General  State  Federal  Total 

Fund  Special  Special  Funds 


DP  3  -  E-Grants  and  Data  Base  System 

01  0.00  5,000  0 

DP  7001  -  Additional  Grant  Money  for  Loss  of  C&A  Interest 

01  0.00  40,000  0 


Total 


0.00 


$45,000 


0  5,000 

0  40,000 

$0  $45,000 


0.00  5,000 

0.00  0 

0.00  $5,000 


0 
0 

$0 


0  5,000 

0  0 

so  $5,000 


DP  3  -  E-Grants  and  Data  Base  System  -  This  request  is  one-time-only,  restricted  and  biennial  and  would  be  paid  from 
one-time  general  fund  revenues.  ITSD  has  submitted  a  proposal  on  behalf  of  the  Montana  Arts  Council  to  develop  and 
design  a  data  base  and  an  e-grants  system.  The  project  is  expected  to  enhance  the  grant  submission  and  review  process 
for  the  council.  The  project  would  cost  $10,000  over  the  bieimium. 

DP  7001  -  Additional  Grant  Money  for  Loss  of  C&A  hiterest  -  This  request  is  a  one-time-only,  restricted  biennial 
appropriation  transfer  to  the  Cultural  &  Aesthetic  (C&A)  Project  Fund  and  would  be  paid  from  one-time  revenues.  It 
provides  additional  resources  for  grants  for  the  Montana  Arts  Council  in  House  Bill  2  to  soften  the  interest  earnings 
reductions  in  the  C&A  Trust  Fund.  The  executive  budget  transfers  $3.9  million  of  general  fund  to  the  C&A  Trust  Fund 
and  removes  all  of  the  general  fund  that  had  been  contained  in  HB  9  (C&A  Grant  Awards)  in  previous  biennia. 

There  is  further  information  on  the  grants  and  related  funding  in  the  Long  Range  Planning  section  of  this  volume. 

Language 

"All  federal  funds  in  item  1  are  biennial  appropriations." 
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Agency  Proposed  Budget 

The  following  table  summarizes  the  total  executive  budget  proposal  for  the  agency  by  year,  type  of  expenditure,  and 
source  of  funding. 


Agency  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjusmient 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

28.50 

0.00 

1.00 

29.50 

0.00 

l.OU 

29.50 

29.50 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 

1.466,723 

I.3I1.150 

74,885 

423.332 

(186.892) 

(24,295) 

3,534 

883,316 

29.645 

0 

70.000 

25.136 

1,309,476 

1,286,855 

148.419 

1.331.784 

(186,551) 

(37,274) 

5,300 

277,655 

29,565 
0 

0 

25,136 

1,309,737 

1,273,876 

80,185 

726.123 

2.619.213 

2.560.731 

228,604 

2.057,907 

Total  Costs 

$3,276,090 

$675,663 

$124,781 

$4,076,534 

$59,130 

$54,701 

$3,389,921 

$7,466,455 

General  Fund 
State/Other  Special 
Federal  Special 

1.497.806 

1,020,396 

757.888 

224.506 

28.351 

422,806 

124,781 
0 

0 

1.847.093 
1.048.747 
1.180,694 

7,972 
28,352 
22,806 

54,701 
0 
0 

1.560.479 

1.048.748 

780.694 

3,407,572 
2,097,495 
1,961,388 

Total  Funds 

$3,276,090 

$675,663 

$124,781 

$4,076,534 

$59,130 

$54,701 

$3,389,921 

$7,466,455 

Agency  Description 

The  Library  Commission,  authorized  in  22-1-101,  MCA,  administers  state  and  federal  library  funding  to  operate  and 
maintain  the  state  library,  oversees  the  six  library  federations  located  throughout  Montana,  and  develops  library  oriented 
statewide  long-range  planning,  policy,  and  service  coordination. 

Additional  responsibilities  of  the  commission  include:  assisting  all  tax-supported  libraries  and  local  governments  wishing 
to  establish  or  improve  libraries;  maintaining  an  audio  book  library  for  use  by  Montanans  unable  to  utilize  printed 
materials;  providing  access  to  state  and  federal  publications;  maintaining  and  providing  information  related  to  Montana's 
plant  and  animal  species  and  habitat;  as  well  as  comprehensive  land  information. 


Agency  Highlights 


State  Library  Commission 
Major  Budget  Highlights 


Total  funding  increases  of  $900,000  over  the  2005  biennium  are  due  to: 

•  Annuahzationof  2005  biennium  federal  grants 

•  Present  law  adjustments  in  personal  services  that  include  a  reduction 
for  five  modified,  federally  funded  positions 

•  Standard  base  adjustments  that  include  biennial  appropriations  of  grant 
awards 

•  A  shift  in  Resource  Indemnity  Trust  fiinding  accounts 

The  executive  includes  recommendations  for: 

•  Reimbursements  for  interlibrary  loans 

•  Library  federation  support 

•  Restoration  of  funding  for  one  FTE  position  that  was  reduced  in  the 
general  fund  reduction  for  the  2005  biennium 

•  A  $70,000  one-time-only  equipment  request 
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Agency  Discussion 

The  budget  proposed  by  the  Governor  includes  increases  over  the  base  year  of  $800,400  in  present  law  adjustments  and 
new  proposals  for  FY  2006,  and  $114,000  for  FY  2007.  The  difference  between  the  two  fiscal  years  is  due  to  the 
realignment  of  federal  grants  to  match  anticipated  funding  levels  and  a  new  proposal  of  $70,000  for  equipment. 
Adjustments  are  discussed  in  detail  in  the  present  law  adjustment  and  new  proposal  sections. 

Reorganization 

As  approved  by  the  2003  Legislature  and  by  the  Montana  Library  Commission,  the  library  reorganized,  combining  the 
Natural  Resource  Information  System  (NRIS)  with  the  Library  and  Information  Service  Department  (LISD)  to  create  an 
integrated,  digitally  focused,  information  department  that  is  supported  by  professional  librarians  and  information 
specialists,  now  called  The  Montana  State  Digital  Library  (MSdL).  The  combined  programs  were  designed  to  provide 
resources  to  support  the  information  needs  of  state  agency  management  and  staff,  Montana  librarians,  and  the  public, 
including  businesses  and  students.  Specialized  information  resources  include  State  of  Montana  publications,  natural 
resource  information,  and  information  about  the  unique  plants  and  animals  of  Montana.  Digital  library  services  are 
offered  to  users  through  resources  via  the  Internet  and  through  one-on-one  assistance. 

The  major  reorganization  of  the  State  Library,  which  consolidates  two  budgetary  programs  into  a  single  budget,  has 
taken  place  under  the  funding  from  the  last  legislative  session.  However,  merging  of  programs  is  an  ongoing  activity,  as 
is  monitoring  and  evaluation  of  the  impact  of  the  library  programs  as  it  moves  from  print  to  electronic  media.  At  this 
time,  the  number  of  reference  services  and  number  of  on-line  services  are  indicators  of  whether  the  library  meets  the 
needs  of  its  clients.  The  following  figure  provides  actual  statistics  as  well  as  goals  for  services  impacted  by  the 
reorganization  that  reflect  the  2007  biennium  budget. 


Figure  1 
Use  of  Montana  State  Library 


Projected  

FY  2002    FY  2003  FY  2004  FY  2005  FY  2006  FY  2007 


Talking  book  circulation  145,384    144,828    141,864    144,700    147,600    153,500 

Digital  Library  reference  requests  7,637       7,180       4,604       5,064       5,571       6,128 

Digital  library  visits  to  web  services       608,525   761,000    847,023    890,000    934,500   981,225 


Reference  services  referred  to  in  the  chart,  which  represent  staff  assistance  provided  to  patrons,  decreased  during 
FY2004  due  to  the  reorganization  activities  of  moving  from  print-based  library  services  to  electronic-based  library 
services. 

Visitor  sessions  represent  a  visit  to  the  digital  library's  web-based  information  services,  during  which  a  patron  may 
utilize  several  different  information  resources.  In  FY  2004,  847,023  visitor  sessions  averaged  approximately  13  minutes 
each,  which  translates  to  504  hours  of  web  service  usage  by  patrons  for  every  calendar  day  of  the  year,  demonstrating  a 
shift  in  how  library  patrons  locate  and  obtain  data  and  information,  and  a  shift  in  usage  that  is  beyond  that  which  could 
be  handled  personally  by  the  MSL  staff  Expectations  are  that  this  upward  trend  should  continue  as  additional  library 
information  is  made  available  via  web-based  services. 

The  NRIS  program  has  been  partnering  with  Fish,  Wildlife  and  Parks  (FWP)  for  nearly  20  years  on  projects  that  use 
mutually  essential  data.  An  outgrowth  of  the  many  NRIS  /  FWP  projects  is  a  plan  to  remodel  a  portion  of  the  area 
housing  the  State  Library  collection  to  provide  office  space  for  FWP  staff  that  often  work  on  mutual  projects  through 
NRIS.  The  library  commission's  budget  does  not  include  any  money  toward  the  remodeling.  FWP  is  committed  to  pay 
an  amount  up  to  $238,000  in  FY  2005  in  exchange  for  a  commitment  from  the  library  to  provide  up  to  2,000  square  feet 
of  office  space  for  FWP  staff  for  the  next  ten  years.  Payment  for  remodeling  will  be  handled  by  FWP  working  directly 
with  the  Department  of  Administration.  Remodeling  is  anticipated  to  begin  in  early  2005. 
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Funding 

The  following  table  shows  funding,  by  source,  for  the  base  year  and  the  2007  biennium. 


Total  Agency  Funding 
2007  Biennium  Executive  Budget 

Agency  Program 

General  Fund       Slate  Spec.          Fed  Spec. 

Grand  Total 

Total  % 

01  Statewide  Library  Resources 
Grand  Total 

$    3,407,572     $    2,097,495     $     1,961,388 
$    3,407,572     $    2,097,495     $     1,961,388 

$        7,466,455 
$        7,466,455 

100.0% 
100.0% 

This  program  is  funded  with  a  combination  of  state  (general  fund,  state  special  revenue)  and  federal  funding. 


State  Funding 

General  fund  supports  the  interlibrary  loan  reimbursement  program,  state  aid  to  libraries  throughout  Montana,  and 
general  operations. 

State  special  revenue  includes  funding  from: 

•  The  coal  severance  tax  shared  account  partly  funds  general  operations,  the  periodical  database,  materials  and  on- 
line books,  and  library  federation  grants  and  support  that  help  local  libraries  provide  basic  services 

•  Two   components   of  the  Resource   kidemnity  Trust   (RIT):      Renewable  resources,   and   reclamation   and 
development  grants  which  partly  fund  the  Natural  Heritage  program,  NRIS,  and  the  water  information  system 

•  Contracts  from  the  departments  such  as  Fish  Wildlife  and  Parks,  Transportation,  DNRC,  University  System,  and 
Environmental  Quality,  which  partly  fund  work  done  by  NRIS,  the  natural  heritage  and  water  programs 
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The  executive  budget  recommends  biennial  allocations  (DP- 10)  from  the  renewable  resource 
account,  and  (DP-  2)  from  the  coal  severance  tax  shared  interest  earnings.  The  individual  decision 
packages  are  discussed  in  the  new  proposal  section. 


Renewable  resource  account  and  coal  severance  tax  shared  account  revenue  are  derived  from  interest  earned  by  the 
Resource  Indemnity  (RIT)  and  Coal  Tax  Trusts,  which  are  appropriated  by  the  legislature  as  defined  by  the  constitution, 
and  addressed  as  state  special  revenue  through  the  long-range  planning  bills,  HB  7  and  HB  5  respectively. 


Figure  2  illustrates  the  change  in  appropriations 
from  FY  2002,  and  shows  that  increased  costs 
have  generally  been  funded  with  RIT  and  Coal 
Tax,  rather  than  general  fund. 

For  a  further  discussion  of  RIT  accounts,  see  the 
Department  of  Natural  Resource  and  Conservation 
in  Volume  4  of  the  LFD  Budget  Analysis. 


Figure  2 

Changes  in  State  Library  Funding 
for  the  General  Fund,  RIT.  and  Coal  Severance  Tax 


FY  2002 


FY  2004        FY  2006 


FY  2007 


General  Fund 
Coal  Sev.  Tax  Shared  SSR 
Renewable  Resources  Gmt'Loans* 
Reclamation  &  Development 
Total  General  Fund,  RIT,  and 
Coal  Tax  Shared  Account  Revenue 


$1,860,230  $1,497,806  $1,847,093  $1,560,479 

283,834  375,327  403,741  403,742 

197,803  42,349  0  0 

175,081  349,094  391,436  391,436 

$2,516,947  $2,264.576  $2,642,270  $2,355,657 


*  The  increase  in  reclamation  and  development  grant  funds  reflects  this  account's  assimilation  of  renewable  resources 
fimds  that  is  discussed  in  DP  10. 
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Federal  Funding 

Federal  Library  Services  and  Technology  Act  (LSTA)  funding  provides  grants  to  Montana  libraries  and  supports  state 
library  personal  services  and  operations. 

The  library  maintains  several  positions  that  are  funded  by  the  Library  Services  and  Technology  Act.  The  number  of 
personnel  may  vary  from  bieruiium  to  biennium  depending  upon  grant  revenue.  These  positions  are  called  modified 
positions,  and  differ  from  other  state  positions  in  that  they  are  removed  from  the  base  year  budget.  As  the  grant  awards 
arrive,  in  accordance  with  17-7-138,  MCA,  the  library  submits  operating  change  documents  to  the  state  budget  director 
asking  permission  to  move  the  federal  funds  from  grants  to  operations  in  order  to  fund  the  salaries.  This  process  is 
reflected  in  the  personal  services  line  of  the  Present  Law  Adjustments  Table  and,  depending  upon  the  year,  may  be 
represented  by  a  fairly  large  negative  figure. 

A  wide  range  of  federal  grants  that  come  in  amounts  under  $50,000  per  year  help  fund  state  library  services  and  projects 
related  to  the  Natural  Heritage  program,  NRIS,  and  the  water  information  system. 

Biennium  Budget  Comparison 

The  following  table  compares  the  executive  budget  request  in  the  2007  biennium  with  the  2005  biennium  by  type  of 
expenditure  and  source  of  funding.  The  2005  biennium  consists  of  actual  FY  2004  expenditures  and  FY  2005 
appropriations. 


Biennium  Budget  Comparison 

Present 

New 

Total 

Present 

New 

Total 

Total 

Total 

Budget  Item 

Law 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Law 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Biennium 
Fiscal  04-05 

Exec.  Budget 
Fiscal  06-07 

Fit 

28.50 

1.00 

29.50 

28.50 

1.00 

29.50 

28.50 

29.50 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 

1,279,831 

1,286,855 

78,419 

1,306,648 

29,645 

0 

70,000 

25,136 

1,309,476 

1,286,855 

148,419 

1,331,784 

1,280,172 

1,273,876 

80,185 

700,987 

29,565 
0 
0 

25,136 

1,309,737 

1,273.876 

80,185 

726,123 

2,723,964 

2,429,765 

156,468 

1,956,851 

2,619,213 

2,560,731 

228,604 

2,057,907 

Total  Costs 

$3,951,753 

$124,781 

$4,076,534 

$3,335,220 

$54,701 

$3,389,921 

$7,267,048 

$7,466,455 

General  Fund 
State/Othei  Special 
Federal  Special 

1,722,312 
1,048,747 
1,180,694 

124,781 
0 
0 

1,847,093 
1,048,747 
1,180,694 

1.505,778 

1,048,748 

780,694 

54,701 
0 
0 

1,560,479 

1 ,048,748 

780,694 

3,214,435 
2,041,220 
2,011,393 

3,407,572 
2,097,495 
1,961,388 

Total  Funds 

$3,951,753 

$124,781 

$4,076,534 

$3,335,220 

$54,701 

$3,389,921 

$7,267,048 

$7,466,455 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Present  Law  Adjustments 

pjj£»i  tnnt. 

General 

Slate 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                   Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Inflation/Deflation 
Fixed  Costs 

(137,057) 

(53,185) 

3,534 

(2,778) 

68,596 

(136,700) 

(53,201) 

5,300 

(2.716) 

55,555 

Total  Sutewide  PresenC  Law  Adjustments 

($120,890) 

($131,762) 

DP  2  -  Library  Federation  Support 

0.00                        0 
DP  8  -  Standard  Base  Adjustments 

0.00              107,278 
DP  10  -  Transfer  Base  Exp.  from  Ren.  Res.  to  Reclam 

0.00                       0 

28,351 

0 
Dev. 

0 

0 

660,924 

0 

28,351 

768.202 

0 

0.00 
0.00 
0.00 

0 
(98,384) 

0 

28,352 
0 
0 

0 

260,924 

0 

28,352 

162,540 

0 

Total  Other  Present  Law  Adjustments 

0.00           $107^78 

$28^51 

$660,924 

$796353 

0.00 

($98,384) 

$28352 

$260,924 

$190,892 

Grand  Total  All  Present  Law  Adjustments 

$675,663 

$59,130 

DP  2  -  Library  Federation  Support  -  The  executive  recommends  the  use  of  the  coal  tax  shared  account  to  provide  funding 
to  the  Library  Federation  program  in  the  amount  of  $56,703  over  the  biennium. 
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The  state  hbrary  receives  coal  tax  shared  revenue  (15-35-108,  MCA)  to  help  fund  general 
operations,  the  periodical  database,  materials  and  on-line  books,  and  library  federation  support  to 
help  local  libraries  provide  basic  services.  The  state  library's  total  coal  severance  tax  shared 
account  revenue  for  FY  2002  was  $283,834.  The  2005  legislature  increased  the  amount  to  partially  offset  general  fund 
reductions  and  continue  funding  for  the  periodical  database,  bringing  the  FY  2004  total  to  $375,327.  The  amount  of  this 
decision  package  increases  the  executive's  recommendation  to  just  over  $403,700  for  FY  2006  and  FY  2007. 
Expenditures  would  be  approximately  $219,000  for  the  periodical  database,  $56,000  for  library  on-line  materials,  and 
$128,700  for  federation  activities. 


The  federation  system  helps  library  workers  in  Montana's  rural  areas  to  cooperatively  purchase  services  and  products, 
and  receive  continuing  education.  The  federation  also  helps  local  libraries  with  development  and  operations.  In 
accordance  with  the  statewide  library  goal  to  support  continuing  education  of  library  workers,  the  federation  provides 
educational  sessions  on  general  library  management,  and  on  topics  relevant  to  the  required  Montana  library  directors' 
certification.  There  is  further  discussion  in  the  following  box. 


The  coal  tax  shared  account  collects  7.75  percent  of  all  coal  tax  earnings.  The  library,  along  with  other 
functions  of  state  government,  shares  this  amount  and  all  appropriations  must  be  coordinated  to  ensure  that 
actual  revenues  are  not  over-appropriated. 

In  accordance  with  15-35-108,  MCA,  coal  severance  tax  shared  revenue  can  be  "allocated  by  the  legislature  for  local 
impacts,  provision  of  basic  library  services  for  the  residents  of  all  counties  through  library  federations  and  for  payment  of 
the  costs  of  participating  in  regional  and  national  networking,  conservation  districts,  and  the  Montana  Growth  Through 
Agriculture  Act.  Money  may  not  be  transferred  from  this  account  to  another  account  other  than  the  general  fiand." 
Currently  the  legislature  fluids  programs  in  four  agencies  with  these  funds  as  shown  in  the  following  chart  of  revenues 
and  expenditures. 
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As  shown,  the  Governor  proposes  to  spend  $4.9  milhon  of  the  total  anticipated  revenues  of  this  account. 
Because  any  unspent  or  non-appropriated  balance  remaining  is  deposited  into  the  general  fund, 
appropriations  have  a  direct  bearing  on  the  general  fund. 


Figures 

Coal  Tax  Shared  Revenue  Account                                    | 

2007  Biennium 

Component** 

FY  2006      FY  2007       Biennium 

Revenues 

7.75  percent  of  Coal  Tax  Revenues 

$2,449,155  $2,500,770  $4,949,925 

Expenditui^ 

Commerce  -  Coal  Board*/County  Planning 

$  1 ,655,9 1 6      $88,249  $  1 ,744, 1 65 

Montana  State  Library  -  Statewide  Library  Resources 

403,741       403,742       807,483 

DNRC  -  Conservation  Districts/Centralized  Services 

727,563       632,132    1,359,695 

Agriculture  -  Growth  Through  Ag 

477,405      477,252       954,657 

Total 

$3,264,625  $1,601,375  $4,866,000 

Biennial  Difference  -  Transferred  to  the  General  Fund 

$83,925 

*Coal  Board  grants  are  biennial. 

* 'Revenues  are  as  estimated  by  the  Revenue  and  Transportation  Committee                                | 

Expenditures  are  as  requested  in  the  executive  budget 

December  1 1 ,  2004 

The  executive  recommendations  leave  approximately  $84,000  that  could  be  used  for  any  of  the  lawfully  cited  purposes 
or  deposited  to  the  general  fund. 


DP  8  -  Standard  Base  Adjustments  -  The  decision  package  reestablishes  zero-based  per  diem  for  library  commission 
members  and  volunteer  insurance.  It  also  increases  the  federal  authority  to  spend  estimated  grant  awards  and  realigns  the 
biennial  appropriation  of  the  awards  into  the  first  year  of  the  biennium,  resulting  in  a  negative  figure  in  FY  2007.  The 
biennial  adjustments  impact  general  fund  by  $8,894  and  federal  funds  by  $921,848. 


LID 
COMMENT 


Each  biennium,  the  library  submits  standard  base  adjustments  with  its  budget. 


Per  Diem  for  the  State  Library  Commission  is  a  zero-based  account.  There  are  five  commission  members, 
appointed  by  the  Governor,  who  receive  a  per  diem  of  $50  per  day  when  representing  the  commission  on 
business.  $3,350  is  requested  for  5  members  at  $50  times  an  estimate  of  13  days. 

Federal  Library  Service  Technologv  Act  (LSTA)  grant  funds  are  administered  by  the  Library  Commission 
and  can  be  spent  over  three  state  fiscal  years  (two  federal  fiscal  years).  This  adjustment  provides  authority 
for  spending  the  estimated  grant  funding  for  the  2007  biennium.  The  awards  can  be  used  for  staff  and 
operations  associated  with  State  Library  programs  such  as  the  Talking  Book  Library  and  the  Library 
Development  Department,  for  statewide  projects  such  as  the  Montana  Library  Network,  and  for  a  variety  of 
local  or  regional  library  projects  that  may  be  selected  through  a  competitive  process.  The  projected 
appropriation  levels  for  this  next  biennium  are:  $900,000  for  FY  2006,  and  $300,000  for  FY  2007.  The 
adjustments  were  $600,000  in  FY  2004  and  $156,000  in  FY  2005. 

Volunteer  Insurance  for  volunteers  working  at  the  Talking  Book  Library  is  a  zero-based  account  estimated 
at  $400  for  74  Volunteers  at  $5.40  each. 
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•  The  Per  Capita  Per  Square  Miles  Grants  for  libraries  is  a  biennial  appropriation. 
This  adjustment  moves  $102,000  from  the  second  year  into  the  first  year.  The 
same  action  moved  $96,353  in  FY  2005.  These  grants  are  distributed  to  public 
libraries  throughout  the  state  for  use  providing  library  services  to  Montanans.  The 

public  libraries  are  required  to  meet  basic  library  standards  recommended  by  the  commission  in  order  to 

receive  theses  grant  monies. 


DP  10  -  Transfer  Base  Expenses  from  Renewable  Resources  to  Reclamation  Division  -  The  Natural  Resource 
Information  System  (NRIS)  program  at  the  State  Library  is  partially  fimded  with  renewable  resource  funds  and 
reclamation  development  funds.  Because  of  cash  flow  problems  in  the  Renewable  Resources  Program,  base 
expenditures  are  transferred  to  the  Reclamation  and  Development  Program  creating  zeros  in  the  present  law  adjustment 
table. 


The  library  commission  receives  funding  from  allocation  of  RIT  interest  in  the  Renewable  Resource 
Grant  and  Reclamation  and  Development  Grant  categories  as  directed  by  15-38-202,  MCA.  There 
is  $782,872  available  to  the  library  for  the  2007  biennium.    The  Governor  is  recommending  an 
appropriation  of  $391,436  each  year. 


Lll) 
COMMENT 


As  a  means  to  address  a  reduced  amount  of  available  ftmding  in  Renewable  Resource  Grants,  proposed  fiinds  are  in  the 
Reclamation  and  Development  line  item  of  the  budget,  not  Renewable  Resource  Grants  as  appropriated  in  the  last 
session.  The  line  item  change  results  in  the  zeros  in  the  DP- 10  line  in  the  present  law  adjustments  table.  For  further 
discussion,  see  the  DNRC  section  in  Volume  4  of  the  LFD  Budget  Analysis. 


New  Proposals 

The  "New  Proposal"  table  summarizes  all  new  proposals  requested  by  the  executive. 


New  Proposals 

General 
Program                FTE                  Fund 

1  ''006— 

Fjsrai  inn?  

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  7000  -  Clerical  Assistance  in  Library  Development 
01                    1.00               29,645 

DP  700 1  -  Interlibrary  Loan  Reimbursement 

01                  0.00              25,136 

DP  7002  -  Computer  Equipment  Upgrade 

01                  0.00              70,000 

Total                    1.00           $124,781 

0 
0 
0 

$0 

0 
0 
0 

$0 

29.645 
25,136 
70,000 

$124,781 

1.00 
0.00 
0.00 
1.00 

29,565 
25,136 

0 

$54,701 

0 
0 
0 

$0 

0 
0 
0 

$(1 

29,565 

25,136 

0 

$54,701 

DP  7000  -  Clerical  Assistance  in  Library  Development  - 

The  Governor 

proposes 

to  restore 

1 .00  FTE  and  approximately 

$59,000  that  was  eliminated  in  the  general  fund  reduction  adopted  by  the  2005  Legislature.  Funding  from  the  general 
fund  would  provide  clerical  assistance  in  the  Library  Development  Department,  which  provides  a  variety  of  services  to 
Montana  Libraries  such  as  managing  joint  projects  for  services,  interpreting  federal  and  state  regulations  and  laws,  and 
improving  technology,  and  other  library  services. 


I.I  I) 
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The  library  reorganization  took  $132,000  and  2.00  FTE  from  the  library  in  addition  to  a  language 
reduction  in  general  ftind  of  $10,940  in  each  fiscal  year  of  the  biennium  for  the  statewide  FTE 
reduction. 
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DP  7001  -  Interlibrarv  Loan  Reimbursement  -  The  executive  proposes  $25,136  per  year  from  the  general  fund  to  the 
interlibrary  loan  reimbursements  program  to  prevent  further  increases  in  the  interiibrary  loan  program  at  the  local  level. 


LID 
COMMENT 


This  $50,000  proposal  returns  slightly  less  than  one  third  of  the  general  fund  reduction  made  by  the 
last  legislature  to  the  interhbrary  loan  program  to  address  budget  balancing  measures. 


Libraries  can  generally  not  afford  to  own  all  of  the  books,  periodicals  and  other  materials  requested  by  its  users. 
However,  libraries  can  provide  access  to  these  materials  through  interlibrary  loans  (22-1-213,  MCA).  The  service  is 
free  to  library  cardholders,  but  the  average  actual  cost  to  Montana  libraries  for  making  an  interiibrary  loan,  based  upon 
allocation  of  expenses  at  the  local  library  level,  is  about  $18.00.  This  total  includes  all  staff  time,  as  well  as  mailing  and 
other  costs. 

Montana  legislatures  have  authorized  interlibrary  loan  reimbursements  to  all  Montana  libraries  since  July  1 ,  1 989. 

The  program  was  originally  funded  at  about  $300,000,  and  reimbursements  were  around  $9.59  through  FY  2002.  Tliis 
proposal  would  bring  the  total  allocation  of  the  interlibrary  loan  program  to  $197,771  per  year  or  $395,500  for  the 
biennium.  If  this  amount  were  allocated,  based  upon  36,605  total  loans  made  in  FY  2004,  loan  reimbursements  to  local 
libraries  each  year  would  be  $5.40  per  loan. 

If  eligible  loans  are  based  upon  current  sharing  of  resources,  projections  would  be  more  in  the  range  of  43.000,  which 
would  bring  the  reimbursement  to  $4.60  based  on  the  same  appropriation. 


DP  7002  -  Computer  Equipment  Upgrade  -  This  request  is  one-time-only,  restricted,  and  would  be  paid  from  general 
fund.  The  Montana  State  Digital  Library  (MSdL)  grew  from  the  reorganization  discussed  in  the  agency  narrative.  MSdL 
has  now  established  highly  functional  and  enhanced  services,  and  needs  to  invest  in  information  technology 
infrastructure  to  protect  the  data  and  its  delivery:  a  higher  capacity  tape  backup  system  costing  approximately  $25,000;  a 
backup  generator  costing  approximately  $35,000  that  would  provide  power  for  critical  systems  in  the  event  of  a  power 
outage  of  long  duration;  and  additional  hard-disk  storage  to  accommodate  anticipated  growth  in  storage  needs  costing 
approximately  $  1 0,000 . 

Language 

"Item  1  includes  biennial  appropriations  of  $251,138  in  general  fund  money  and  $850,000  in  federal  funds  for  grants  to 
local  libraries." 
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Agency  Proposed  Budget 

The  following  table  summarizes  the  total  executive  budget  proposal  for  the  agency  by  year,  type  of  expenditure,  and 
source  of  funding. 


Agency  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 
Fiscal  2005 

Proposals 
Fiscal  2006 

Fxec  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  :o(r 

Exec.  Budget 
Fiscal  20(p 

Exec,  Budget 
Fiscal  (l6-(n 

lit: 

57.68 

(0.84) 

0.75 

57.59 

(0.84) 

0.75 

57.59 

57.59 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 
Transfers 

2,275,999 

1.254,988 

9,910 

194,795 

46,752 

221.509 

114,536 

65,668 

0 

0 

29.924 

35.600 

0 

0 

0 

2.527.432 

1.405.124 

75.578 

194.795 

46.752 

220,374 

85,315 

10,892 

0 

0 

29.883 

35,600 

0 

0 

0 

2,526,256 

1,375,903 

20,802 

194,795 

46,752 

5,053,688 
2,781,027 

96,380 
389,590 

93,504 

Total  Costs 

$3,782,444 

$401,713 

$65,524 

$4,249,681 

$316381 

$65,483 

$4,164308 

$8,414,189 

( jL-neral  Fund 
Sidle/Other  Special 
lederal  Special 
Proprietary 

1,715,418 
517,318 
720,896 
828,812 

228,053 
38.337 
70.645 
64.678 

0 

0 

0 

65.524 

1.943.471 
555,655 
791.541 
959.014 

153,144 
37,256 
69,893 
56,288 

0 

0 

0 
65,483 

1.868.562 
554,574 
790,789 
950,583 

3.812.033 
1,110,229 
1,582.330 
1.909.597 

Total  Funds 

$3,782,444 

$401,713 

$65,524 

$4,249,681 

$316381 

$65,483 

$4,164308 

$8,414,189 

I  Agency  Description 

I  The  Montana  Historical  Society  (MHS),  authorized  by  Title  22-3-101,  MCA,  exists  for  the  use,  learning,  culture,  and 
I  enjoyment  of  the  citizens  of,  and  visitors  to,  the  State  of  Montana.  The  society  acquires,  preserves,  and  protects  historical 
records,  art,  archives,  museum  objects,  historical  places,  sites,  and  monuments.  The  society  maintains  a  library  and  a 
historical  museum,  provides  educational  programs  and  services  for  teachers  and  the  general  public,  and  publishes  the 
state  historical  magazine  and  newsletter.  The  society  also  administers  preservation  and  antiquities  acts,  supports 
commissions  with  state  historical  orientation,  and  provides  technical  assistance  to  all  Montana  museums,  historical 
I  societies,  preservation  programs,  and  owners  of  historic  resources. 

>  Agency  Highlights 


Montana  Historical  Society 
Major  Budget  Highlights 


The  executive  recommends  increases  over  the  biennium  for: 

•  Statewide  present  law  adjustments 

•  Restricted,     one-time-only     funding     of    $75,000     for 
equipment 

•  Authority  to  expend  proprietary  fiinds  for  increased  costs 
associated  with  public  requests  and  0.75  FTE 

•  A  reduction  in  two  programs  of  $52,700  general  fund 
Language  requesting  $1.2  million  from  the  Department  of  Commerce 
accommodation  tax  for  society  projects  is  recommended 


Historical  Society 


E-59 


SUMMARY 


Historical  Society 


SUMMARY 


Funding 

The  following  table  summarizes  funding  for  the  agency,  by  program  and  source,  as  recommended  by  the  Governor. 
Funding  for  each  program  is  discussed  in  detail  in  the  individual  program  narratives  that  follow. 


Total  Agency  Funding 
2007  Biennium  Executive  Budget 

Agency  Program 

General  Fund      State  Spec.         Fed  Spec.           Proprietary 

Grand  Total 

Total  % 

01  Administration  Program 

02  Library  Program 

03  Museum  Program 

04  Publications  Program 

06  Historic  Preservation  Program 
Grand  Total 

$     1,973,065     $       293,628     $       266,801     $          870,690 

1,286,150               50,816                       -                133,932 

369,655             765,785                        -                 23,229 

101,174                        -                        -                871,746 

81.989                        -          1.315,529                  10,000 

$       3,404,184 

1,470,898 

1,158,669 

972,920 

1.407.518 

$       8,414,189 

40.5% 
17.5% 
13.8% 
11.6% 
16.7% 
100.0% 

$    3,812,033     $     1,110,229     $     1,582,330     $        1,909,597 

Biennium  Budget  Comparison 

The  following  table  compares  the  executive  budget  request  in  the  2007  bieimium  with  the  2005  biermium  by  type  of 
expenditure  and  source  of  funding. 


appropriations. 

Biennium  Budget  Comparison 

Present 

New 

Total 

Present 

New 

Total 

Total 

Total 

Budget  Item 

Law 

Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Law 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec,  Budget 
Fiscal  2007 

Biennium 

Fiscal  04-Oi 

Exec.  Budget 
Fiscal  06-0" 

FTE 

56.84 

0.75 

57.59 

56.84 

0.75 

57.59 

57.68 

57.59 

Personal  Services 
Operating  Expenses 
Equipment 
Grants 

Transfers 

2,497,508 

1,369,524 

75,578 

194,795 

46,752 

29,924 

35,600 

0 

0 

0 

2,527,432 

1,405,124 

75,578 

194,795 

46,752 

2,496,373 

1,340,303 

20.802 

194,795 

46,752 

29,883 

35,600 
0 
0 
0 

2,526,256 

1,375,903 

20,802 

194,795 

46,752 

4,716,909 
2,516,089 

21,329 
383,701 

93,504 

5,053,688 
2,781,027 

96,380 
389,590 

93,504 

Total  Costs 

$4,184,157 

$65,524 

$4,249,681 

$4,099,025 

$65,483 

$4,164,508 

$7,731,532 

$8,414,189 

General  Fund 
State/Other  Special 
Federal  Special 
Proprietary 

1,943,471 
555,655 
791,541 
893,490 

0 

0 

0 

65,524 

1,943,471 
555.655 
791,541 
959,014 

1,868,562 
554,574 
790,789 
885,100 

0 
0 

0 
65,483 

1,868,562 

554,574 
790,789 
950,583 

3,481,698 
1,068.899 
1,476745 
1,704,190 

3,812,033 
1,110,229 
1,582,330 
1,909,597 

Total  Funds 

$4,184,157 

$65,524 

$4,249,681 

$4,099,025 

$65,483 

$4,164,508 

$7,731  532 

$8,414189 

New  Proposals 

The  "New  Proposal"  table  summarizes  all  new  proposals  requested  by  the  executive.  Descriptions  and  LFD  discussion 

of  each  new  proposal  are  included  in  the  individual  program  narratives. 
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New  Proposals 

Pint 

al  2006- 
Stale 



Federal 



Total 



General 

Fiscal  2007- 

State 

— 

General 

Federal 

Total 

Program                 FTE 

Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  1  -  Library  Sales  Increase 

02                   0.00 

0 

0 

0 

10,000* 

0.00 

0 

0 

0 

10,000* 

DP  4  -  Entrance  Fee  Collection  and  Exhibits 
01                   0.75 

0 

0 

0 

27,219* 

0.75 

0 

0 

0 

27,178* 

DP  7  -  Original  Governor's  Mansion  Entrance  Fees 
03                  0.00                      0 

0 

0 

5,000* 

0.00 

0 

0 

0 

5,000* 

DP  10  -  Registration  Fees 

01                    0.00 

0 

0 

0 

18,305* 

0.00 

0 

0 

0 

18,305* 

DP  1 1  -  SHPO  Photocopy  Fees 

06                   0.00 

0 

0 

0 

5,000* 

0.00 

0 

0 

0 

5,000* 

Total                   0.75 

so 

$0 

so 

$65,524* 

0.75 

to 

$0 

so 

$65,483* 

Language 

The  legislature  added  the  following  language  that  requests  the  Department  of  Commerce  to  use  a  portion  of  the 
accommodations  tax  funding  for  Historical  Society  projects,  similar  to  language  approved  by  the  2005  legislature. 

"It  is  the  intent  of  the  legislature  that  the  Department  of  Commerce  use  lodging  facility  use  taxes  to  fund  $617,782  in 
fiscal  year  2006  and  $617,782  in  fiscal  year  2007  for  the  Montana  Historical  Society.  This  would  be  expended  as 
follows: 

Historical  Interpretation 

Scriver  Collection 

Lewis  and  Clark  Exhibit  &  Interpretation 

Lewis  and  Clark  Bicentennial  Commission 

The  first  three  uses  of  lodging  taxes  are  budgeted  in  items  1  and  3.  The  $200,000  each  fiscal  year  of  the  biennium  for  the 
Lewis  and  Clark  Bicentennial  Commission  is  a  language  appropriation." 


$197,631 

$190,392 

120,151 

127,390 

100,000 

100,000 

200,000 

200,000 

III) 

COMMKNT 


In  the  2001  and  2003  legislative  sessions,  the  legislature  made  similar  suggestions,  for  different 
amounts,  to  the  Department  of  Commerce,  which  agreed  to  provide  funding  for  these  purposes  from 
their  statutory  appropriations. 


Refer  to  Volume  4,  Section  C  -  Natural  Resources  and  Commerce  under  the  Department  of  Commerce,  Montana 
Promotion  Division  for  a  discussion  of  the  bed  tax.  __^_ 


Agency  Issues 

Access  to  Information  and  Storage  of  Government  Archives 

The  society  faces  two  realities  that  impact  its  obligation  to  provide  information  as  well  as  to  store  and  provide  access  to 
the  records  of  state  government. 

1)  As  patrons  access  information  via  electronic  media  rather  than  print  media,  the  requests  for  staff  to  locate,  obtain, 
and  disseminate  data  may  grow  beyond  that  which  could  be  handled  by  the  historical  society's  present  equipment 
and  staff  Museum  staff  tracks  the  number  and  method  of  contact  when  the  public  requests  services.  Requests  are 
on  the  increase,  and  expectations  are  that  this  upward  trend  should  continue  with  additional  information  available  via 
web-based  services. 

2)  The  society  is  mandated  to  receive,  store,  and  provide  permanent  public  access  to  non-current  state  government 
records  including  an  annual  average  of  1 ,500  books,  200  maps,  600  microfilm  reels,  and  20,000  pictures  in  addition 
to  all  of  the  paper  records.  Therefore,  significant  documents  are  regularly  collected  and  must  be  filed  and  stored. 
This  obligation  places  an  increasing  burden  on  society  staff 
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Historical  Society SUMMARY 

The  legislature  may  want  to  ask  historical  society  staff  to  gather  information  over  the  2007  biennium,  and,  in  preparation 
for  the  next  biennium,  develop  a  tool  from  which  the  next  legislature  can  make  recommendations  on  moving  the  society 
toward  digitization,  and  how  to  phase  it  into  the  budget  process. 

Legislators  may  wish  to  have  staff  report  on  such  items  as: 

1)  Digitization  and  moving  from  print  to  electronic  media 

The  approach  museums  and  libraries  in  and  around  Montana  are  taking  to  digitize  appropriate  material 

Hardware  and  software  costs 

Physical  space  for  the  project,  short  and  long  term  staffing,  management  and  fimding  structure 

Items  most  likely  to  generate  revenue  if  they  were  digitized  first 

Methods  to  reduce  costs  by  building  upon  local  expertise  or  seeking  additional  partners 

•  Other  Montana  or  regional  agencies  facing  the  same  interests  that  may  have  equipment  available 

•  Other  states  or  private  collectors  that  might  pay  to  have  a  collection  digitized 

•  Workforce  development  /  training  programs 

•  Volunteers  or  college  interns 

•  What  would  have  to  be  addressed  to  implement  a  rudimentary  system  and  manage  the  technology  in  order  to 
digitize  the  most  often-requested  items  and  new  material  as  it  arrives. 

2)  Storage  of  government  records 

•  Investigate  issues  surrounding  available,  appropriate  storage  space  for  original  items  and  any  possible  labor 
saving  options  related  to  requiring  other  agencies  to  produce  a  CD  of  reports  that  exist  electronically  before  they 
print  the  reports  for  submission  to  the  archives.  For  example,  could  computer  generated  documents  be  stored  on 
CDs  and  retrieved  through  a  database  as  a  means  to  speed  up  document  location,  reproduction  and 
dissemination? 

•  Ascertain  that  if  agencies  have  the  capacity  to  generate  a  CD,  but  opt  not  to,  could  the  society  charge  for  this 
service? 

•  Investigate  what  other  agencies  that  face  permanent  record  /  evidence  storage  dilemmas  are  doing  to  solve  their 
space  problems 

•  Determine  if  statutory  changes  are  necessary  to  implement  any  digital  storage  options  and,  if  necessary,  request 
bill  drafts  to  implement  the  change 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 

Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

f-TE 

17.58 

0.00 

0.75 

18.33 

0.00 

0.75 

18.33 

18.33 

Personal  Services 
( )perating  Expenses 
bquipment 

727,347 

703,321 

0 

69,612 
133.786 
65,074 

29,924 

15.600 

0 

826.883 

852,707 

65,074 

69,014 

104,355 

10,000 

29,883 

15,600 

0 

826,244 

823,276 

10,000 

1,653,127 

1,675,983 

75,074 

Total  Costs 

$1,430,668 

$268,472 

$45,524 

$1,744,664 

$183369 

$45,483 

$1,659,520 

$3,404,184 

General  Fund 
State/Other  Special 
Federal  Special 
Proprietary 

864,130 

115,933 

88,686 

361,919 

160,116 
31,449 
44,746 
32,161 

0 

0 

0 

45,524 

1,024,246 
147,382 
133,432 
439,604 

84.689 
30,313 
44.683 
23.684 

0 
0 
0 

45,483 

948,819 
146,246 
133,369 
431,086 

1,973,065 
293,628 
266,801 
870,690 

Total  Funds 

$1,430,668 

$268,472 

$45324 

$1,744,664 

$183369 

$45,483 

$1,659,520 

$3,404,184 

Program  Description 

The  Administration  Program  provides  supervision,  administration,  and  coordination  of  the  five  programs  in  the  Montana 
Historical  Society.  Program  staff  is  responsible  for  the  management,  planning,  direction,  and  leadership  of  the  society. 
Activities  include  public  information,  payroll/personnel,  fund  raising,  financial  reporting,  business  management, 
security,  building  management,  community  outreach,  historic  research,  and  historic  interpretation. 

Program  Highlights 


Administration  Program 
Major  Budget  Highlights 


•     Increases  over  the  base  year  of  $543,000  across  the  biennium  are  due 
to: 

•  Statewide  present  law  adjustments 

•  One-time-only     decision     packages     of    $75,000     for 
equipment 

•  A  decision  package  for  0.75  FTE  to  collect  and  manage 
museum  entrance  fees 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommend  by 
the  Governor. 


Program  Funding  Table 

Administration  Program 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$     864,130 

60.4% 

$1,024,246 

58.7% 

$     948,819 

57.2% 

02007  Accomodations  Tax 

67,717 

4,7% 

67,717 

3.9% 

67,717 

4.1% 

02041  MtHist.  Society  Donations 

48,216 

3.4% 

79,665 

4.6% 

78,529 

4.7% 

03021  Historic  Sites  Preservation 

88,686 

6.2% 

133,432 

7.6% 

133,369 

8.0% 

06071  Merchandise  -  Historical  See 

284,238 

19.9% 

324,860 

18.6% 

318,272 

19.2% 

06073  Historical  Society  Management 

77,681 

5.4% 

1 14.744 

6.6% 

112.814 

6.8% 

Grand  Total 

$1,430,668 

100.0% 

$1,744,664 

100.0% 

$1,659,520 

100.0% 

This  program  is  funded  with  general  fimd;  state  special  revenue  funds  from  donations  and  accommodations  tax,  federal 
funds  from  administration  of  Nation  Parks  Service  programs;  and  proprietary  funds  from  charges  to  the  Heritage 
Commission  and  Lewis  and  Clark  Commission  for  services  provided  by  the  Montana  Historical  Society,  museum 
entrance  fees,  and  merchandise  sales. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fiscal  2007 

State 
Special 

General 
Fit                  Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

102,820 

(33,208) 

(2,359) 

136,145 

102,194 

(33,180) 

(2,348) 

106,703 

Total  Statewide  Present  Law  Adjustments 

$203,398 

$173,369 

DP  1  -  Security  Equipment  Replacement 

0.00              55,074 

DP  7000  -  Computer  Server  Replacement  - 

0.00               10,000 

0 
0 

0 
0 

55,074 
10,000 

0.00 
0.00 

0 
•  10,000 

0 
0 

0 
0 

0 
10,000 

Total  Other  Present  Law  Adjustments 

0.00             $65,074 

SO 

$0 

$65,074 

0.00 

$10,000 

$0 

$0 

$10,000 

Grand  Total  All  Present  Law  Adjustments 

$268,472 

$183,369 

The  society  incurred  increased  fixed  costs  primarily  for  the  increased  audit,  SABHRS  and  rent  costs. 

DP  1  -  Security  Equipment  Replacement  -  The  executive  recoinmends  one-time-only,  restricted  general  fund  revenues 
for  replacement  of  security  systems  and  equipment  within  the  Historical  Societies  galleries  and  exhibits.  Replacement 
involves  following  the  agency's  schedule  to  upgrade  or  replace  items  such  as  security  cameras,  security  monitors,  the 
multiplexer  camera,  the  switcher  camera,  the  time  lapse  VCR,  the  computer  and  printer  attached  to  the  security  system 
and  replacement  and  enhancement  of  outside  lighting.  This  request  for  $55,074  in  FY  2006  and  would  ensure  the 
protection  and  security  of  artwork,  artifacts  and  archives  at  risk,  including  the  $15-$20  million  dollar  Russell  collection. 
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DP  7000  -  Computer  Server  Replacement  -  The  executive  recommends  one-time-only,  restricted  general  fund  of  $20,000 
over  the  biennium  for  two  servers.  The  main  Society  server  is  no  longer  under  warranty  and  the  second  server  in  the 
Historic  Preservation  program  will  be  out  of  warranty  during  the  2007  biennium. 


New  Proposals 


New  Proposals 


Program 


FTE 


General 

Fund 


-Fiscal  2006 

State 
Special 


Federal 
Special 


Total 
Funds 


FTE 


General 
Fund 


-Fiscal  2007 

State 
Special 


Federal 
Special 


Total 
Funds 


DP  4  -  Entrance  Fee  Collection  and  Exhibits 

01  0.75  0 

DP  10 -Registration  Fees 

01  0.00  0 


Total 


0.75 


$0 


0 
0 

$0 


0  27,219*  0.75 

0  18,305*  0.00 

$0  $45,524  ♦  0.75 


0 
0 

$0 


0 
0 

$0 


0  27,178 

0  18,305* 

$0  $45,483  * 


DP  4  -  Entrance  Fee  Collection  and  Exhibits  -  The  executive  recommends  authority  to  spend  proprietary  funds  from 
Museum  entrance  fees  in  the  amount  of  $54,397  over  the  biennium  for  0.75  FTE  to  provide  fee  collection  for  the 
museum  and  additional  funding  for  the  Museum  program. 


Lll) 
CO.MMKNT 


in  FY  2004. 


The  Museum  began  charging  entrance  fees  in  February  2002  as  a  means  to  reduce  the  use  of  general 
fund  and  respond  to  national  reductions  in  arts  and  humanities  fiinding.  Fees  were  increased 
slightly  in  May  of  2004.  Fee  revenues  were  $21,272  in  FY  2002,  $65,390  in  FY  2003,  and  $54,254 


DP  1 0  -  Registration  Fees  -  The  executive  recommends  authority  to  expend  fees  charged  to  participants  for  the  Montana 
History  Conference.  The  fees  help  pay  for  a  portion  of  the  salaries  and  operating  cost  incurred  by  the  Society  to 
administer  the  conference. 


LI  1) 

COM MINI 


Registration  fees  were  $19,896  in  FY  2004.  The  society  used  the  same  amount  for  registration  fees 
in  projecting  the  FY  2006  and  FY  2007  budgets.    Of  the  $18,300  requested  each  year,  $12,700 
would  go  toward  personal  services,  $1,000  to  outside  consultants,  and  $2,000  to  printing  and 
graphics,  with  the  balance  covering  mailing,  shipping,  and  general  supplies. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 

Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

14.25 

(0.16) 

0.00 

14.09 

(0.16) 

0.00 

14.09 

14.09 

Personal  Services 
Operating  Expenses 
Equipment 

568,431 

101,901 

9,910 

45,175 

(588) 

594 

0 

10,000 

0 

613.606 
111,313 

10,504 

44,924 

(583) 

892 

0 

10,000 

0 

613,355 

111,318 

10,802 

1,226,961 

222,631 

21,306 

Total  Costs 

$680,242 

$45,181 

$10,000 

$735,423 

$45,233 

$10,000 

$735,475 

$1,470,898 

General  Fund 
State/Other  Special 
Federal  Special 
Proprietary 

600,422 

24,066 

0 

55,754 

42,651 

1,314 

0 

1,216 

0 

0 

0 

10,000 

643,073 

25,380 

0 

66,970 

42,655 

1,370 

0 

1,208 

0 

0 

0 

10,000 

643,077 

25,436 

0 

66,962 

1,286,150 

50,816 

0 

133,932 

Total  Funds 

$680,242 

$45,181 

$10,000 

$735,423 

$45,233 

$10,000 

$735,475 

$1,470,898 

Program  Description 

The  Library  Program  consists  of  the  library,  archives,  and  photo  archives  functions.  This  program  acquires,  organizes, 
preserves,  and  makes  accessible  to  the  public  pubhshed  materials,  historic  records  and  manuscripts,  photographs  and 
related  media,  and  oral  history  illustrative  of  the  history  of  Montana,  the  surrounding  region,  and  the  Trans-Mississippi 
West.  This  program  houses  the  official  Archives  of  State  Government  and  the  Legislature.  It  assists  researchers  seeking 
historical  information. 

Program  Highlights 


Library  Program 
Major  Budget  Highlights 


•     Annual  increases  in  funding  of  $55,000  over  the  base  year  are  due  to; 

•  Present  law  adjustments  that  are  partially  offset  by  an  FTE 
reduction 

•  A  request  to  spend  proprietary  funds  on  costs  of 
responding  to  pubUc  requests  for  archive  and  historical 
data 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommend  by 
the  Governor. 


Program  Funding  Table 

Library  Program 

Base          %  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004         FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01100  General  Fund 

$    600,422             88.3% 

$    643,073 

87.4% 

$    643,077 

87.4% 

02007  Accomodations  Tax 

22,756              3.3% 

22,756 

3.1% 

22,756 

3.1% 

02041  MtHist.  Society  Donations 

1,310              0.2% 

2,624 

0.4% 

2,680 

0.4% 

06072  Misc  Enterprise-Historical  Soc 

33,138               4.9% 

35,039 

4.8% 

35,030 

4.8% 

06076  Mhs  Library  Enterprise  Funds 

22.616              3.3% 

31,931 

4.3% 

31,932 

4.3% 

Grand  Total 

$    680,242           100.0% 

$    735,423 

100.0% 

$     735,475 

100.0% 
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The  program  is  funded  with  a  combination  of  general  fund,  state  special  revenue  funds,  and  proprietary  funds  from  the 
sale  of  photographs,  photocopies,  and  fees  charged  for  research  time  spent  by  staff  on  public  requests. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


PresenI  Law  Adjuslmenis 


FTE 


-Fiscal  2006 - - 

General  State  Federal  Total 

Fund  Special  Special  Funds 


FTE 


General 
Fund 


-Fiscal  2007- 
State 
Special 


Federal 
Special 


Total 
Funds 


Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Inflation/Deflation 
Fixed  Costs 

Total  Statewide  Present  Law  Adjustments 


DP  1 1  -  Statewide  FTE  Reduction 
(0.16) 


(6,587) 


Total  Other  Present  Law  Adjustments 

(0.16)  ($6,587) 

Grand  Total  All  Present  Law  Adjustments 


SO 


SO 


77,603 

(25,841) 

594 

(338) 

(250) 

$51,768 


(6.587) 

($6,587) 

$45,181 


(0.16) 


(0.16) 


(6.587) 


($6,587) 


77,343 

(25,832) 

892 

(333) 

(250) 

$51,820 


(6.587) 


SO  ($6,587) 

$45,233 


DP  11  -  Statewide  FTE  Reduction  -  The  executive  recommends  a  permanent  0.16  FTE  and  $6,587  general  fund 
reduction  equivalent  to  the  reductions  taken  in  the  2005  legislative  session. 


the  legislature  reduced  the  agency's  funding  for  personal  services.   DP-1 1 
fiinding,  reducing  the  program's  total  hi  E  to  14.09. 

1  III) 

1  COiNIMKNT 

During  the  last  session, 
permanently  eliminates 

New  Proposals 

New  Proposals 

General                State 

Pru^rjm                  III                     Fund                 Special 

Federal 
Special 

Total 
Funds 

General                 State 
FTE                  Fund                Special 

Federal                 Total 

Special                 Funds 

DP  1  -  Library  Sales  Increase 

02              0.00                       0                       0 

Total               0.00                      $0                      $0 

0 

$0 

10,000  ♦ 
$10,000* 

0.00                      0                     0 

0.00                     $0                     $0 

0             10,000  • 

$0           $10,000  • 

DP  1  -  Library  Sales  Increase  -  The  Governor  recommends  authority  to  expend  proprietary  revenue  in  the  library  sales 
enterprise  fund  for  operating  costs  such  as  microfilming,  copy  expenses,  and  various  other  expenses  that  occur  in 
meeting  the  public's  request  for  state  records.  The  society  collects  fees  for  service  from  the  public  to  meet  the  expenses 
of  their  (the  public)  requests. 
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This  proposal  continues  the  2003  legislative  efforts  to  have  the  society  use  proprietary  funds  rather 
than  general  fund  for  this  service. 


•  The  following  list  represents  a  sampling  of  fees  charged: 

•  General  or  genealogy  research  time  spent  by  staff  on  public  requests:  $5  for  Montana  residents;  $20  for  out-of- 
state 

•  Loan  of  microfilm  records:  $  1 0  per  order  out-of  state;  $20  out-of-country 

•  Duplication:  photocopying  $0.25  -  $0.75  per  copy;  map  duplication  $2.50  -  $15.00  per  map;  Audio  tape  or  CD 
$7.50 -$15.00 

•  Shipping  and  handling  charges  vary 

Public  requests  for  services  from  this  program  grew  from  10,853  in  FY  2002  to  13,332  in  FY  2004.  Staff  projects 
requests  to  grow  to  14,750  for  FY  2006  and  15,500  for  FY  2007  (or  possibly  more)  as  the  public  becomes  more 
accustomed  to  using  web  technology  for  its  historical  research  projects,  and  the  Montana  Historical  Society  appears  in 
their  internet  searches. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

lolal 

lotal 

Budget  hem 

Budget 

Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 

Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

10.35 

(0.68) 

0.00 

9.67 

(0.68) 

0.00 

9.67 

9.67 

Personal  Services 
Operating  Expenses 
Equipment 

376.757 

164,321 

0 

34.185 

(925) 

0 

0 

5,000 

0 

410,942 

168,396 

0 

34,176 

(923) 

0 

0 

5.000 

0 

410.933 

168,398 

0 

821,875 

336,794 

0 

Toul  Costs 

$541,078 

$33,260 

$5,000 

$579338 

$33453 

$5,000 

$579331 

$1,158,669 

General  Fund 
State/Other  Special 
Federal  Special 
Propnetary 

158,556 

377,319 

0 

5,203 

26.274 

5,574 

0 

1,412 

0 

0 

0 

5,000 

184,830 

382,893 

0 

11,615 

26,269 

5.573 

0 

1,411 

0 
0 
0 

5,000 

184.825 

382.892 

0 

11,614 

369,655 

765,785 

0 

23,229 

Total  Funds 

$541,078 

$33,260 

$5,000 

$579338 

$33,253 

$5,000 

$579331 

$1,158,669 

Program  Description 

The  Museum  Program  collects,  preserves,  and  interprets  the  history  of  Montana  through  its  material  culture.  The 
museum  collects  fine  arts  and  historical,  archaeological,  and  ethnological  artifacts  fi-om  Montana  and  the  general 
geographic  region.  The  program  interprets  its  collections  through  exhibits,  tours  and  traveling  exhibits.  The  program 
also  houses  the  society's  education  office  that  orchestrates  events,  programs,  and  materials  on  Montana  history  for 
learners  of  all  ages. 

Program  Highlights 


Museum  Program 
Major  Budget  Highlights 


•  Aimual  funding  increase  of  $38,000  over  FY  2004  are  due  to  present 
law  adjustments,  and  an  FTE  reduction  of  0.68 

•  New  proposal  for  $  1 0,000  over  the  biennium  for  restoration  projects  in 
original  Governor's  mansion  from  proprietary  fees 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommend  by 
the  Governor. 


Program  Funding  Table 

M 

jseum  Program 

Base 

%  of  Base 

Budget 

%  of  Budget 

Budget 

%  of  Budget 

Program  Funding 

FY  2004 

FY  2004 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

01 100  General  Fund 

$     158,556 

29.3% 

$     184.830 

31.9% 

$     184.825 

31.9% 

02007  Accomodations  Tax 

327,309 

60.5% 

327.309 

56.5% 

327.309 

56.5% 

0204 1  Mt  Hist.  Society  Donations 

49,177 

9.1% 

54.763 

9.5% 

54.762 

9.5% 

02045  Orig  Gov's  Mansion  Restoi^tion 

833 

0.2% 

821 

0.1% 

821 

0.1% 

06077  Mhs  Museum  Enterprise  Funds 

5,203 

1.0% 

11.615 

2.0% 

11.614 

2.0% 

Grand  Total 

$    541,078 

100.0% 

$     579,338 

100.0% 

$    579,331 

100.0% 
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Historical  Society 


03-Museuin  Program 


The  program  is  ftinded  with  a  combination  of  general  fund,  state  special  revenue  funds  including  donations  and 
accommodation  tax,  and  proprietary  fimds  from  the  sales  of  books,  copies,  photographs,  and  rental  of  traveling  exhibits. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fis 

General 
FTE                  Fund 

cai  9nn6 

Fiscal  2007 

State 
Special 

Federal 
Special 

Total 
Funds 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 

71,892 

(17,946) 

(925) 

71,883 

(17,946) 

(923) 

Total  Statewide  Present  Law  Adjustments 

$53,021 

$53,014 

DP  10  -  Statewide  FTE  reduction 

(0.68)             (19,761) 

0 

0 

(19,761) 

(0.68) 

(19,761) 

0 

0 

(19,761) 

Total  Other  Present  Law  Adjustments 

(0.68)          ($19,761) 

SO 

SO 

($19,761) 

(0.68) 

($19,761) 

$0 

SO 

($19,761) 

Grand  Total  All  Present  Law  Adjustments 

$33,260 

$33,253 

DP  10  -  Statewide  FTE  reduction  -  The  executive  recommends  a  permanent  0.68  FTE  and  $19,761  general  fiind 
reduction  equivalent  to  the  reductions  taken  in  the  2005  legislative  session. 


LID 
COMMKNT 


During  the  last  session  the  legislature  reduced  the  agency's  fimding  for  personal  services.   DP-10 
permanently  eliminates  funding,  reducing  the  program's  total  FTE  to  9.67. 


New  Proposals 


New  Proposals 

Fi«:al  2006        

General               State 
Program                FTE                  Fund                Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  7  -  Original  Governor's  Mansion  Entrance  Fees 

03              0.00                       0                       0 

Total              0.00                     $0                     $0 

0 

$0 

5,000' 
$5,000  • 

0.00 
0.00 

0 
$0 

0 

$0 

0 
$0 

5,000  • 
$5,000  • 

DP  7  -  Original  Governor's  Mansion  Entrance  Fees  -  The  executive  recommends  authority  to  spend  $5,000  in  entrance 
fees  each  year  of  the  biennium  for  minor  restoration  projects  at  the  Original  Governor's  Mansion. 


LKl) 
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These  entrance  fees,  which  were  $5,203  in  FY  2004  and  $6,712  as  of  mid  December  2005,  were 
carried  in  the  fund  balance,  but  have  not  been  spent.  The  society  estimates  fees  at  $6,600  each  year 
of  the  2007  biennium. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budgel  llem 

Budgel 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budgel 

Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

6.00 

0.00 

0.00 

6.00 

0.00 

0.00 

6.00 

6.00 

Personal  Services 
Operating  Expenses 
Transfers 

206,240 
199,696 

46,752 

39,305 

(5,665) 

0 

0 
0 
0 

245,545 
194.031 
46.752 

39,568 

(5,664) 

0 

0 
0 
0 

245,808 
194,032 
46,752 

491,353 

388,063 

93,504 

Toul  Costs 

$452,688 

$33,640 

$0 

$486328 

$33,904 

$0 

$486392 

$972,920 

General  Fund 
State/Other  Special 
Federal  Special 
Propnetary 

46,752 

0 

0 

405,936 

3,751 

0 

0 

29,889 

0 
0 
0 

0 

50,503 

0 

0 

435,825 

3,919 

0 

0 

29,985 

0 
0 
0 

0 

50,671 

0 

0 

435,921 

101,174 
0 
0 

871.746 

Total  Funds 

$452,688 

$33,640 

$0 

$486328 

$33,904 

$0 

$486392 

$972,920 

Program  Description 

The  Publications  Program  promotes  the  study  of  Montana  history  and  education  through  lectures,  publications,  and 
curriculum  materials.  The  program  publishes  quarterly  editions  of  the  award-winning  Montana  The  Magazine  of 
Westem  History  and  the  Montana  Post,  the  official  newsletter  of  the  society.  It  also  publishes  books  under  the  Montana 
Historical  Society  Press  imprint. 

Program  Highlights 


Publications  Program 
Major  Budget  Highlights 


•     Annual    funding    increases    of  $34,000    are   due   to    present    law 
adjustments 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  bieimium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
Publications  Program 

Program  Funding 

Base 
FY  2004 

%  of  Base          Budget 
FY  2004         FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

01 100  General  Fund 
06002  Mhs  Publications  Enterprise 
Grand  Total 

$      46,752 

405.936 

$    452.688 

10.3%     $       50,503 

89.7%          435.825 

100.0%    $    486,328 

10.4% 

89.6% 

100.0% 

$       50.671 

435.921 

$     486,592 

10.4% 

89.6% 

100.0% 

The  program  is  funded  with  a  combination  of  general  fimd  and  proprietary  funds.  The  general  fund,  budgeted  as  a 
transfer,  pays  a  portion  of  2.00  FTE  involved  in  publishing  Montana  the  Magazine  of  Westem  History.  The  transfer 
allows  these  funds  to  be  spent  from  the  proprietary  accounts,  in  accordance  with  generally  accepted  accounting 
principles  (GAAP). 
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Historical  Society 04-Publications  Program 

The  proprietary  funds  are  enterprise  funds  from  the  sale  of  magazines  and  books.  They  support  program  operations 
including  the  magazine  and  other  publications  and  the  historical  society  press. 

Subscriptions  to  the  magazine  have  grown  from  5,558  in  FY  2002  to  5,865  in  FY  2004. 


Lll) 
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As  a  means  to  address  budget  cuts  and  organizational  efficiency,  the  society  has  transferred  duties 
related  to  the  museum  store  to  the  Administration  Program,  reducing  the  Publications  Program  from 
10.38  to  6.00  FTE.  Individual  salaries  were  not  increased  beyond  the  state  pay  plan. 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 


FTE  Fund  Special  Special  Funds  FTE 


Fiscal  2006 

General                State 

Federal 

Total 

Fund               Special 

Special 

Funds 

49,536 

(10^1) 

(1.744) 

(3,921) 

General 

-Fiscal  2007 

State 

Federal 

Total 

Fund 

Special 

Special 

Funds 

49,810 

(10,242) 

(1,743) 

(3,921) 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

Total  Statewide  Present  Law  Adjustments                                                            $33,640                                                                                                        $33,904 
Grand  Total  All  Present  Law  Adjustments  $33,640 $33,904 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 

Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FIE 

9.50 

0.00 

0.00 

9.50 

0.00 

0.00 

9.50 

9.50 

Personal  Services 
Operating  Expenses 
Grants 

397,224 

85,749 

194,795 

33,232 

(12,072) 

0 

0 

5,000 

0 

430,456 

78,677 

194,795 

32,692 

(11,870) 

0 

0 

5,000 

0 

429,916 

78,879 

194,795 

860,372 
157,556 
389,590 

Total  Costs 

$677,768 

$21,160 

$5,000 

$703,928 

$20,822 

$5,000 

$703390 

$1,407,518 

General  Fund 
Federal  Special 
Propnetary 

45,558 

632,210 

0 

(4,739) 

25,899 

0 

0 

0 

5,000 

40,819 

658,109 

5,000 

(4,388) 

25,210 

0 

0 

0 

5,000 

41,170 

657,420 
5,000 

81,989 

1,315,529 
10,000 

Total  Funds 

$677,768 

$21,160 

$5,000 

$703,928 

$20,822 

$5,000 

$703,590 

$1,407,518 

Program  Description 

The  Historic  Sites  Preservation  Program  administers  the  Montana  Antiquities  Act  and  Montana's  participation  in  federal 
Historic  Preservation  Act  and  the  federal  grants-in-aid  for  historic  preservation.  Staff  provides  technical  assistance  to  all 
Montana  property  owners.  Staff  review  all  proposed  federally  funded  or  permitted  projects  within  the  state  to  determine 
their  effect  on  properties  listed  or  eligible  for  listing  on  the  National  Register  of  Historic  Places.  The  office  certifies 
historic  structures  and  rehabilitation  projects  for  federal  tax  credits  to  citizens  and  businesses  authorized  by  the  Tax 
Reform  Act  of  1976.  The  program  awards  federal  grants  to  local  governments,  communities,  and  individuals  for:  1)  the 
Certified  Local  Government  Program,  2)  historic  survey  and  plaiming  for  historic  areas,  and  3)  bricks  and  mortar 
rehabilitation  when  funds  are  available. 

Program  Highlights 


Historic  Preservation  Program 
Major  Budget  Highlights 


Budget  increases  of  $50,000  across  the  biennium  are  due  to  present 
law  adjustments,  including  an  $1 1,000  reduction  in  fixed  costs 
The  executive  recoinmends  $10,000  in  proprietary  funds  for  costs 
associated  with  public  requests  for  cultural  documents 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommend  by 
the  Governor. 


Program  Funding  Table 
Historic  Preservation  Program 

Program  Funding 

Base 
FY  2004 

%  of  Base          Budget 
FY  2004         FY  2006 

%  of  Budget 
FY  2006 

Budget 

FY  2007 

%  of  Budget 
FY  2007 

01 100  General  Fund 
03021  Historic  Sites  Preservation 
06073  Historical  Society  Management 
Grand  Total 

$      45,558 
632,210 

6.7%     $      40,819 

93.3%          658,109 

5.000 

S.S'o 

93.5% 

0.7% 

100.0% 

$       41,170 

657,420 

5,000 

$    703.590 

5.9% 

93.4% 

0.7% 

100.0% 

$    677.768 

100  0%     $    703,928 
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06-Historic  Preservation  Program 


The  program  is  funded  with  a  combination  of  general  fund  and  federal  special  revenue  from  Nation  Park  Service  Grants. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fidral  7007 

Federal 
Special 

Total 
Funds 

General 
FTE                 Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

51,168 

(17,936) 

(393) 

(11,679) 

50,603 

(17,911) 

(377) 

(11,493) 

Total  Statewide  Present  Law  Adjustments 

$21,160 

$20,822 

Grand  Total  All  Present  Law  Adjustments 

$21,160 

$20,822 

New  Proposals 


New  Proposals 

Ficrai  ')0(\f>    - 

FTE 

General 
Fund 

-Fiirrii  '>nri7 

Program                FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  1 1  -  SHPO  Photocopy  Fees 
06              0.00 

Total              0.00 

0 

$0 

0 
$0 

0 
$0 

5,000  • 
$5,000  • 

0.00 
0.00 

0 

$0 

0 

$0 

0 

$0 

5,000  ♦ 
$5,000  • 

DP  11  -  SHPO  Photocopy  Fees  -  The  executive  recommends  authority  for  a  decision  package  of  $10,000  from 
proprietary  fiinds  over  the  biennium  for  fees  generated  from  photocopies  at  the  State  Historic  Preservation  Office  of  the 
Montana  Historical  Society.  Fees  would  be  used  to  pay  for  a  portion  of  the  monthly  copy  machine  rental,  fax  machine 
maintenance,  and  postage.  Fees  would  also  help  purchase  miscellaneous  office  and  equipment  supplies. 


LFD 

COM M KM 


This  is  a  non-general  fimd  request  for  $5,000  in  FY  2006  and  FY  2007.  Each  year,  the  preservation 
office  receives  numerous  requests  for  photocopies  of  information  related  to  cultural  records.  The 
majority  of  the  copy  requests  are  from  professional  independent  consultants  engaged  in  cultural 
resource  work  under  state  and  federal  preservation  law.  The  rate  charged  by  staff  is  $0.25  per  page  self-serve,  or  $0.35 
per  page  for  work  done  by  staff.  Photocopies  accounted  for  $24,000  in  FY2004  revenue. 
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Commissioner  Of  Higher  Ed 


SUMMARY 


Agency  Proposed  Budget 

The  following  table  summarizes  the  total  executive  budget  proposal  for  the  agency  by  year,  type  of  expenditure,  and 
source  of  funding. 


Agency  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

90.05 

0.50 

12.00 

102.55 

0.50 

12.00 

102.55 

102.55 

Personal  Services 

Operating  Expenses 

Equipment 

Lx)cal  Assistance 

Grants 

Benefits  &  Claims 

Transfers 

4,330,416 
4,088,819 
0 
6,395,234 
10,748,488 
19,921,785 
141,415.047 

(183,633) 

222,024 

0 

989,185 

2,239,721 

8,936,000 

4,274,677 

553,587 
674,563 
0 
0 
0 
0 
4,613,066 

4,700,370 

4,985,406 

0 

7,384,419 

12,988,209 

28,857,785 

150,302,790 

(183,110) 

214,208 

0 

1,355,290 

2,244,211 

11.170,000 

4,004,886 

552,676 
674,655 
0 
0 
0 
0 
4,650,462 

4,699,982 

4,977,682 

0 

7,750,524 

12,992,699 

31.091,785 

1 50.070,395 

9,400,352 

9,963,088 

0 

15,134,943 

25,980,908 

59,949,570 

300,373,185 

Total  Costs 

$186,899,789 

$16,4774»74 

$5,841,216 

$209,218,979 

$18,805,485 

$5,877,793 

$211,583,067 

$420,802,046 

General  Fund 
Slate/Other  Special 
Federal  Special 

140,778,703 
13,101,000 
33,020,086 

4,515,044 

1,210,001 

10,752,929 

4.933,066 

25,000 

883,150 

150,226,813 
14,336,001 
44,656,165 

4,428.299 

1 .504,000 

12,873,186 

4,970,462 

25,000 

882,331 

150,177,464 
14,630,000 
46,775,603 

300,404.277 
28.966.001 
91.431.768 

Total  Funds 

$186,899,789 

$16,477,974 

$5341^16 

$209,218,979 

$18,805,485 

$5,877,793 

$211383,067 

$420,802,046 

Agency  Description 

The  Office  of  the  Commissioner  of  Higher  Education  (OCHE)  is  the  state-level  administrative  organization  of  the 
Montana  University  System  (MUS).  The  Montana  Constitution,  Article  X,  Section  9,  grants  governance  authority  over 
the  MUS  to  the  Board  of  Regents  (Board),  with  seven  members  appointed  by  the  Governor.  The  Constitution  charges 
the  Board  with  hiring  a  Commissioner  of  Higher  Education  who  serves  as  its  executive  staff. 

All  state  funds  appropriated  by  the  legislature  to  the  Board  of  Regents  for  the  support  of  the  Montana  University  System 
are  channeled  through  the  Office  of  the  Commissioner  of  Higher  Education. 

The  Montana  University  System  is  comprised  of: 

•  The  Board  of  Regents  (Board) 

•  The  Commissioner  of  Higher  Education  (CHE),  his/her  staff,  and  several  system-wide  programs  administered 
from  the  Office  of  the  Commissioner  of  Higher  Education 

•  The  University  of  Montana,  with: 

•  Four-year  campuses  in  Missoula,  Butte,  and  Dillon 

•  Two-year  campuses  in  Missoula,  Butte,  and  Helena 

•  Two  research/public  service  agencies  in  Missoula  and  Butte 

•  Montana  State  University,  with: 

•  Four-year  campuses  in  Bozeman,  Billings,  and  Havre 

•  Two-year  campuses  in  Billings  and  Great  Falls 

•  Three  research/public  service  agencies  in  Bozeman  and  Great  Falls 

•  Two-year  community  colleges  in  Kalispell,  Glendive,  and  Miles  City.  Governance  of  the  community  colleges  is 
divided  between  the  Board  of  Regents  and  the  board  of  trustees  of  each  community  college  district 

To  fund  the  Montana  University  System,  the  OCHE  budget  is  organized  into  the  following  programs: 

•  CHE  Administration  Program  includes  the  Commissioner  of  Higher  Education,  his/her  staff,  and  all  state-level 
administrative  costs  related  to  the  MUS  not  accounted  for  in  other  OCHE  programs. 

•  Student  Assistance  Program  includes  both  state  and  federal  fimding  of  interstate  student  exchange  programs  and 
student  aid  programs  administered  at  the  state  level,  including  Work  Study  programs. 

•  Improving  Teacher  Quality  Program  includes  federal  fimding  that  supports  continuing  education  and  teaching 
skills  development  for  mathematics  and  science  teachers. 
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Community  College  Assistance  directs  state  funding  to  support  the  cost  of  education  at  Montana's  three 
community  colleges. 

MUS  Group  Health  Insurance  and  Self-funded  Workers  Compensation  Program  includes  administration  of  self- 
insured  group  insurance  plans  for  MUS  employees. 

Talent  Search  Program  includes  two  federal  grant  programs  that  provide  academic  support  to  targeted  at-risk 
youth  at  the  secondary  school  level  to  encourage  post  secondary  education  upon  high  school  graduation. 
Workforce  Development  Program  provides  support  for  vocational  and  technical  education,  primarily  federal 
funding. 

Appropriation  Distribution  is  where  the  transfer  of  state  funds  to  the  university  educational  units  and  the 
research/public  service  agencies  is  recorded. 

Tribal  College  Assistance  directs  fimding  assistance  to  support  education  costs  of  non-beneficiary  students  (non- 
tribal  members)  attending  the  seven  tribal  community  colleges. 

Guaranteed  Student  Loan  Program  provides  administration  of  and  guarantor  services  for  the  federally  funded 
student  loan  program  for  students  attending  post  secondary  schools  in  Montana. 
Board  of  Regents  Administration  Program  supports  travel,  per  diem  and  operational  costs  for  the  board. 


Since  the  1 995  legislative  session,  the  legislature  has  combined  the  appropriation  for  the  university  educational  units  (all 
campuses  of  Montana  State  and  the  University  of  Montana)  and  most  of  the  Office  of  the  Commissioner  of  Higher 
Education  into  a  single,  lump-sum  appropriation.  Line  item  appropriations  continue  for  Community  College  Assistance, 
Tribal  College  Assistance,  the  research/public  service  agencies,  and  for  a  few  special  programs. 

Agency  Highlights 


Montana  University  System 
Major  Budget  Highlights 


The  executive  budget  includes  $9.9  million  general  fund  for  new 
proposals  related  to  the  "Shared  Leadership  for  a  Stronger  Montana 
Economy"  project 

The  executive  budget  adds  12.50  FTE  for  programs  in  the  Office  of 
the  Commissioner  of  Higher  Education  (OCHE)  including: 

•  9.00  FTE  in  the  federally  funded  Guaranteed  Student 
Loan  program 

•  2.00  FTE  in  the  administration  program  to  support  the 
Shared  Leadership  initiatives 

Federal  authority  is  increased  $20  million  to  support  anticipated 

growth  in  the  loan  volume  of  the  Guaranteed  Student  Loan  program 

Federal  authority  is  increased  $3.3  million  as  new  federal  grants  are 

anticipated  for  academic  support  programs  in  the  Talent  Search 

program 

Community  college  assistance  increases  $2.3  million  general  fund 

primarily  due  to  projected  enrollment  increases,  aUhough  the  funding 

level  per  student  decreases 

The  executive  budget  includes  $6.7  million  of  present  law  adjustment 

increases  for  moderate  resident  enrollment  increases  and  operations 

costs  at  the  university  educational  units 


Agency  Discussion 

Under  the  joint  direction  of  the  Governor's  Office  for  Economic  Opportunity  and  the  Commissioner  for  Higher 
Education  (CHE),  the  "Shared  Leadership  for  a  Stronger  Montana  Economy"  project  has  been  a  major  focus  of  the 
Board  of  Regents.    While  this  project  includes  ideas  and  input  from  the  legislative  sub-committee  on  Post-secondary 
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Education  Policy  and  Budget  (PEPB),  the  primary  drivers  have  been  and  continue  to  be  the  Governor's  office  and  the 
CHE.  The  three  prioritized  initiatives  of  the  Shared  Leadership  project  have  also  become  the  primary  driver  of  new 
proposals  in  the  executive  budget  for  the  Montana  University  System,  accounting  for  $9.9  million  general  fund  budgeted 
for  new  proposals.  For  a  more  extensive  discussion  about  Shared  Leadership,  see  the  LFD  Comments  that  are  in  the 
narrative  for  Program  09  Appropriation  Distribution,  where  most  of  the  initiatives  are  budgeted. 

Impact  of  Proposed  Executive  Budget 

The  impact  upon  general  ftuid  spending  in  the  executive  budget  is  illustrated  in  the  figure  below,  which  demonstrates  the 
funding  levels  for  each  of  the  major  functional  areas  in  the  Montana  University  System  and  shows  the  percent  change 
from  the  2005  biermium. 

General  fund  spending  per  resident  student  in  the  university  educational  units  increases  almost  8  percent,  although 
enrollment  is  projected  to  decrease  marginally.  This  occurs  because  most  of  the  ftmding  increases  are  not  targeted 
directly  toward  support  for  the  cost  of  education  for  students,  but  rather  at  support  for  new  initiatives  of  the  Shared 
Leadership  Project. 

On  the  other  hand,  community  college  enrollment  is  projected  to  increase  at  a  steady  rate,  while  general  fund  spending 
per  student  actually  decreases  by  almost  1  percent  in  the  executive  budget. 

The  professional  education  student  exchange  program  increases  almost  4  percent  general  ftind,  although  two  fewer 
student  slots  are  funded,  as  tuition  rates  at  the  out-of-state  colleges  and  universities  continue  to  increase,  driving  the 
student  support  fee  paid  with  general  fimd  higher  each  year  of  the  biermium. 

Administrative  funding  to  support  the  Board  of  Regents  and  the  Office  of  the  Commissioner  of  Higher  Education 
increases  by  more  than  25  percent,  with  the  major  cost  driver  being  2.00  FTE  related  to  the  Shared  Leadership  initiatives. 

Despite  several  years  of  tuition  increases,  there  is  no  state  funding  increase  in  the  financial  need-based  student  grant 
programs,  though  work-study  funding  increases  almost  4  percent. 
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Figure  1 

Montana  University  System  -  Impact  of  2007  Biemiium  Executive  Budget  Across  Functional  Areas 

General  Fund  Only 

Actual 

Budgeted 

Exec.  Budget 

Exec.  Budget 

%  Change 

Budget  Item 

FY  2004 

FY  2005 

FY  2006 

FY  2007 

05-07  Bien. 

Education  Services 

University  Educational  Units 

$106,288,857 

$101,381,233 

$112,321,182 

$111,732,802 

7,89% 

Resident  Student  Enrollment 

26,828 

27,337 

26,918 

27,188 

-0.11% 

State  Funds/Student 

$3,962 

$3,709 

$4,173 

$4,110 

7.98% 

Community  College  Assistance 

$6,292,234 

$6,359,773 

$7,276,419 

$7,638,524 

17.89% 

Resident  Student  Enrollment 

2,322 

2,369 

2,716 

2,847 

18.6% 

State  Funds/Student 

$2,710 

$2,685 

$2,679 

$2,683 

-0.6% 

Tribal  College  Assistance 

$0 

$96,500 

$96,500 

$0 

0.0% 

Non-Beneficiary  Students 

- 

375 

375 

- 

0.0% 

State  Funds/Student 

$0 

$257 

$257 

$0 

0.0% 

Research/Public  Service  Agencies 

$18,619,312 

$18,395,709 

$19,554,713 

$19,616,699 

5.8% 

Student  Grants/ Assistance 

WICHEAVWAMIIMN  Dental 

$4,646,666 

$5,217,010 

$5,012,434 

$5,241,666 

3.96% 

Number  of  Students 

167 

170 

166 

169 

-0.59% 

State  Funds/Student 

$27,824 

$30,688 

$30,195 

$31,016 

4.61% 

Baker  Grants 

$2,034,869 

$2,035,070 

$2,034,869 

$2,034,869 

0.00% 

Number  of  Students  ♦ 

3,862 

3,862 

3,869 

3,908 

0.70% 

State  Funds/Student 

$527 

$527 

$526 

$521 

-0.69% 

State  Work  Study  Program 

$862,989 

$803,322 

$862,989 

$862,989 

3.58% 

Number  of  Students  • 

805 

805 

807 

815 

0.70% 

State  Funds/Student 

$1,072 

$998 

$1,070 

$1,059 

2.87% 

State  Match  to  Federal  Grants 

$906,696 

$916,562 

$906,696 

$906,696 

-0.54% 

Number  of  Students  * 

3,323 

3,323 

3,329 

3,363 

0.70% 

State  Funds/Student 

$273 

$276 

$272 

$270 

-1.23% 

AdminisU^tion/Special  Programs 

Board  of  Regents/OCHE 

$1,673,174 

$1,455,640 

$1,970,836 

$1,949,580 

25.30% 

Talent  Search 

$83,140 

$85,923 

$99,761 

$100,531 

18.47% 

Workforce  Development 

$90,091 

$88,478 

$90,414 

$93,108 

2.77% 

Total  General  Fund 

$141,498,028 

$136,835,220 

$150,226,813 

$150,177,464 

7.93% 

*  Student  projections  for  FY  2006  and  FY  2007  use  the  same  percentage  growth  used  for  piseot  law  adjustments 

Sources:  OCHE  Operating  Budget  FY  2005  and  2007  Biennium  Executive  Budget 

Governance  and  Legislative  Appropriations  Authority 

Although  the  Board  of  Regents  is  organizationally  placed  in  the  Executive  Branch,  the  Montana  Constitution  grants  the 
Board  broad  governing  authority  over  the  Montana  University  System  (MUS).  Article  X,  Section  9,  of  the  Montana 
Constitution  provides  "the  government  and  control  of  the  Montana  University  System  is  vested  in  the  Board  of  Regents, 
which  shall  have  full  power,  responsibility,  and  authority  to  supervise,  coordinate,  manage,  and  control  the... system." 
The  seven-member  Board  of  Regents  powers  and  duties  are  further  described  in  20-25-301,  MCA. 

While  the  Montana  Constitution  grants  governance  authority  to  the  Board  of  Regents,  the  power  to  appropriate  state 
funds  remains  with  the  legislature.  The  Montana  University  System  is  funded  through  a  combination  of  government 
money,  in  particular  state  general  fimd  and  revenue  from  the  six-mill  property  tax  levy,  as  well  as  federal  program  fiinds. 
Such  funds  must  be  appropriated  by  the  legislature.  With  this  "power  of  the  purse"  typically  comes  the  authority  to 
attach  policy  decisions  to  the  funding. 

On  the  other  hand,  higher  education  consists  to  a  primary  degree  of  the  delivery  of  services  to  private  individuals  who 
pay  directly  for  these  services  in  a  contractual  manner.  So  the  university  system  is  also  supported  with  "private  revenue" 
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that  individuals  contract  for,  including  tuition  payments  for  educational  instruction,  residence  hall  fees  for  housing,  meal 
allowance  fees  for  food  service,  ticket  price  for  athletic  and  arts  events,  etc.  The  legislature  does  not  have  appropriations 
authority  over  these  private  revenue  funds. 

Within  this  constitutional  configuration,  therefore,  a  tension  exists  between  the  Board  autonomy  that  comes  with 
governance  authority  and  the  power  that  comes  from  the  legislative  appropriation  of  state  funds.  Through  a  series  of 
legal  decisions,  this  tension  has  been  reconciled  as  follows: 

•  The  Montana  legislature  cannot  do  indirectly,  through  fiscal  appropriation,  what  it  is  not  permitted  to  do  directly 
by  the  Constitution.  In  other  words,  appropriation  of  state  funds  caimot  be  used  to  blatantly  drive  MUS 
governance  policy,  as  governance  is  the  constitutional  role  of  the  Board  of  Regents 

•  Legislative  appropriation  power  does  not  extend  to  private  fiands  received  by  state  government  that  are  restricted 
by  law,  trust  agreement,  or  contract,  such  as  student  tuition  and  the  other  fees  listed  above 

•  Legislative  appropriation  power  does,  however,  allow  the  legislature  to  establish  requirements  of  MUS 
compliance  with  audit,  accounting,  and  fiscal  accountability  measures 

•  The  Montana  legislature  may  establish  conditions  on  the  appropriated  funds  and,  if  the  Board  of  Regents  accepts 
the  funds,  then  it  also  accepts  the  conditions 

(Source:  For  more  information  about  this  Constitutional  structure  and  history,  see  The  Structure  of  Higher  Education  in 
Montana:  Meandering  the  Murky  Line,  Montana  Legislative  Services  Division,  September  1999.  Memo  available  at: 
http://leg.state.mt.us/content/publications/services/legal/opinions/regents.pdf) 
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State  appropriations  to  the  Montana  University  System  (MUS)  constitute  a  significant  portion  of  the  state's 
general  fiond  budget  and  this  appropriation  constitutes  a  significant  portion  of  the  MUS  operating  budget  (43 
percent  or  $1 18  million  in  the  base  FY  2004).  Despite  the  significance  of  this  fimding,  it  is  not  always  clear 
that  there  are  direct  linkages  between  policy  goals  that  the  legislature  articulates  and  the  appropriations  that  follow,  hi 
other  words,  often  it  is  not  clear  precisely  what  outcomes  the  legislature  is  seeking  from  the  MUS  in  return  for  hundreds 
of  millions  of  dollars  of  state  funding. 

In  the  absence  of  a  clear  set  of  universal  outcome  goals,  conflicts  often  emerge  between  funding  and  policy.  An  example 
of  this  disconnect  can  be  seen  in  the  executive  budget,  where  Shared  Leadership  for  a  Stronger  Montana  Economy 
targets  significant  funding  in  some  programs  to  improve  access  to  and  the  quality  of  two-year  post-secondary  education 
programs.  At  the  same  time,  however,  in  separate  programs,  the  executive  budget  decreases  state  funding  per  student  at 
the  two-year  community  colleges  and  continues  non-beneficiary  student  funding  at  the  two-year  tribal  community 
colleges  at  the  same  level,  which  is  9  percent  of  the  annual  statutory  ceiling. 

The  appropriation  authority  that  the  legislature  has  over  this  significant  base  of  fimding  for  the  university  system, 
together  with  the  Montana  Supreme  Court  acknowledgement  that  "the  legislature  may  establish  conditions  on  the 
appropriated  fund  and,  if  the  Board  of  Regents  accepts  the  fimds,  then  it  also  accepts  the  conditions",  lays  the  foundation 
for  increased  legislative  fiscal  oversight  and  accountability  in  relation  to  the  Montana  University  System. 

Upon  this  foundation  the  legislature  may  build  a  methodology  through  which  state  policy  goals  that  are  linked  to  specific 
outcome  objectives  can  play  a  larger  role  in  legislative  funding  decisions  for  the  Montana  University  System.  Such  a 
methodology  could  essentially  establish  a  process  where  the  legislature  identifies  the  outcomes  it  wishes  to  "purchase" 
from  the  university  system  through  the  appropriation  of  state  fijnds. 

The  Shared  Leadership  project  initiatives  are  a  preliminary  but  incomplete  step  toward  just  such  a  system  of  clear  and 
direct  accountability.  They  are  preliminary  because  the  initiatives  do  indeed  begin  to  link  public  policy  goals  of  the 
legislature,  such  as  economic  development,  to  the  ftmctions  of  the  university  system.  But  at  this  early  stage  of  its 
development,  the  Shared  Leadership  project  is  incomplete  in  linking  outcomes  accountability  to  state  funding  because 
the  initiatives  themselves  lack  clear  accountability  measures  for  the  legislature  to  use  to  evaluate  the  impact  of  these 
initiatives. 
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On  the  other  hand,  during  the  2001-2002  interim,  the  Post  Secondary  Education  Policy  and  Budget  sub 
committee  (PEPB)  recommended  a  set  of  policy  goals  and  related  accountability  measures  that  are  outlined  in 
the  following  figure: 


Figure  2 

PEPB-Recommended  Policy  Goals  and  Accountability  Measures 

Policy  Goal 

Accountability  Measure 

Prepare  students  for  success 
through  quality  education 

•  Completion  Rates 

•  Retention  Rates 

Promote  access  and 
affordability 

•  Affordability  compared  to   other 
states 

•  State    Support    as    a    percent    of 
personal  income  and  per  capita 
income 

Deliver  efficient,  coordinated 
services 

•  TransferabiUty  among  institutions 

•  Percent      of      expenditures      in 
instruction,              administration, 
athletics,  etc. 

Be  responsive  to  market  and 
employment  needs  and 
opportunities 

•  Job  placement  rates  by  field  or 
program 

•  Growth      in      FTE      enrollment, 
certificates,  and  degrees  conferred 
in  2-yr  education 

Contribute  to  Montana's 
economic  and  social  success 

•  Research        and        Development 
receipts  and  expenditures 

•  Technology    transfers    (licensing 
and  commercialization) 

Collaborate  with  the  K- 12 
school  system  and  other 
postsecondary  education 
systems 

•  Collaborative  programs  with  K-12, 
Community  Colleges,  and  Tribal 
Colleges    and    private    colleges 
(when  appropriate). 

•  Average  SAT  or  ACT  scores  of 
first  time  full  time  MUS  fi-eshmen 

Source:  Public  Postsecondary  Education  Policy  Goals,  Accountability  Measiu'es  & 

Reporting,  prepared  for  the  Education  and  Local  Government  Committee  and  the  58 
Legislature,  by  the  Joint  Subcommittee  on  Postsecondary  Education  Policy  and 
Budget,  August  21,  2002 

In  July  2004  these  policy  goals  and  accountability  measures  were  once  again  recommended  by  PEPB  and  approved  at  a 
joint  meeting  with  the  Board  of  Regents.  Therefore,  there  exists  common  ground  between  legislators  and  the  board  as  to 
the  outcomes  that  should  result  from  the  appropriation  of  state  fimding  to  the  Montana  University  System.  These 
measures  are  also  preliminary,  however,  in  that  they  lack  the  benchmarks  that  are  needed  to  define  successful  outcomes 
and  measure  progress  toward  future  success. 
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Therefore,  building  from  this  foundation  and  these  shared  policy  goals  with  the  Board  of  Regents,  the 
legislature  may  want  to  consider  requesting  an  interim  study  by  the  Post-secondary  Education  Budget  and 
Policy  Committee  that  refmes  the  accountability  measures  to  include  benchmarks  from  which  outcome  goals 
may  be  set  for  ftinding  decisions,  and  link  this  process  with  the  Shared  Leadership  project  so  that  common 

outcome  goals  and  accountability  measures  can  be  established  for  these  project  initiatives  that  will  allow  legislative 

fiscal  oversight  and  evaluation  criteria. 

The  results  of  such  an  interim  study  could  potentially  be  used  to  facilitate  future  HB  2  funding  as  demonstrated  in  the 
example  below: 

Policy  Goal  (see  table  above): 

To  prepare  students  for  success  through  a  quality  post-secondary  education 

Accountability  Measure  of  that  Policy  Goal  (see  table  above): 

A  measure  of  a  quality  post-secondary  education  is  a  higher  percentage  of  graduation/completion  rates  and  a  higher 
percentage  of  retention  rates 

Potential  Budget  Impact  of  this  Policy  Goal  and  Accountability  Measure: 

In  the  future  the  legislature  may  want  to  consider  a  restricted,  one-time-only  (OTO)  appropriation  whereby  the 
educational  units  and  community  colleges  would  receive  an  additional  appropriation  in  the  second  year  of  the  biennium 
if  they  meet  a  specific  target  percentage  for  the  graduation/completion  rate  and/or  for  the  retention  rate  during  the  first 
year  of  the  biennium 

This  example  is  only  meant  to  illustrate  how  these  policy  goals  and  accountability  measures  could  be  used  to  drive 
appropriations  and  potentially  provide  a  more  direct  and  clear  link  between  the  policy  goals  of  the  legislature  and  the 
funding  decisions  in  HB  2  appropriations.  Such  a  funding  scheme  would  not  be  feasible  in  the  2007  biennium  given  that 
the  policy  goals  and  accountability  measures  have  not  been  folly  developed  to  include  measurable  benchmarks  and 
targets  that  can  define  success. 


Funding 

The  following  table  shows  program  fonding,  by  source,  for  the  base  year  and  for  the  2007  biennium  budget  as 
recommended  in  the  executive  budget.  Funding  for  each  of  the  1 1  programs  is  discussed  in  detail  in  the  individual 
program  narratives  that  follow  this  section. 


Total  Agency  Funding 

2007  Biennium  Executive 

Budget 

Agency  Program 

General  Fund 

State  Spec. 

Fed  Spec. 

Grand  Total 

Total  % 

01  Administration  Program 

$       3,831,446 

$         50,000 

$ 

$       3,881,446 

1% 

02  Student  Assistance  Program 

17,863,208 

- 

451,546 

18,314,754 

4% 

03  Dde  Mathematics  &  Sci  Ed  Act 

- 

- 

725,892 

725,892 

0% 

04  Community  College  Assistance 

14,914,943 

- 

- 

14,914,943 

4% 

06  Talent  Search 

200,292 

- 

6,210,061 

6,410,353 

2% 

08  Work  Force  Development  Pgm 

183,522 

- 

12,194,602 

12,378,124 

3% 

09  Appropriation  Distribution 

263,225,396 

28,916,001 

- 

292,141,397 

69% 

1 1  Tribal  College  Assistance  Pgm 

96,500 

- 

- 

96,500 

0% 

12  Guaranteed  Student  Loan  Pgm 

- 

- 

71,849,667 

71,849,667 

17% 

13  Board  Of  Regents-Admin 
Grand  Total 

88.970 
$  300,404,277 

$  28,966,001 

. 

88.970 
$   420,802,046 

0 
100% 

$91,431,768 

Biennium  Budget  Comparison 

The  following  table  compares  the  executive  budget  request  in  the  2007  biennium  with  the  2005  biennium  by  type  of 
expenditure  and  source  of  fonding.  The  2005  biennium  consists  of  actual  FY  2004  expenditures  and  FY  2005 
appropriations. 
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Bienniuin  Budget  Comparison 


Budget  Item 


Present 
Law 

Fiscal  2006 


New 
Proposals 
Fiscal  2006 


Total 
Exec.  Budget 
Fiscal  2006 


Present 
Law 

Fiscal  2007 


New 
Proposals 
Fiscal  2007 


Total 
Exec.  Budget 
Fiscal  2007 


Total 

Biennium 

Fiscal  04-05 


Total 
Exec.  Budget 
Fiscal  06-07 


FTE 

Personal  Services 

Operating  Expenses 

Equipment 

Local  Assistance 

Grants 

Benefits  &  Claims 

Transfers 

Total  Costs 

General  Fund 
State/Other  Special 
Federal  Special 

Total  Funds 


90.55 

4,146,783 

4,310,843 

0 

7,384,419 

12,988,209 

28,857,785 

145,689,724 


145,293,747 
14,311,001 
43,773,015 


12.00 

553,587 
674,563 
0 
0 
0 
0 
4,613,066 


102.55 

4,700,370 

4,985,406 

0 

7,384,419 

12,988,209 

28,857,785 

150,302,790 


90.55 

4,147,306 

4,303,027 

0 

7,750,524 

12,992,699 

31,091,785 

145,419,933 


12.00 

552,676 
674,655 
0 
0 
0 
0 
4,650,462 


102.55 

4,699,982 

4,977,682 

0 

7,750,524 

12,992,699 

31,091,785 

150,070,395 


90.05 

8,448,822 
23,494,682 
19,790 
12,865,007 
25,409,983 
43,080,542 
278,185,561 


4,933,066 

25,000 

883,150 


150,226,813 
14,336,001 
44,656,165 


145,207,002 
14,605,000 
45,893,272 


4,970,462 

25,000 

882,331 


150,177,464 
14,630,000 
46,775,603 


277,986,004 
26,329,999 
87,188,384 


102.55 

9,400,352 

9,963,088 

0 

15,134,943 

25,980,908 

59,949,570 

300,373,185 


$203,377,763    $5,841,216    $209,218,979  $205,705,274    $5,877,793    $211,583,067    $391,504,387    $420,802,046 


300,404,277 
28,966,001 
91,431,768 


$203,377,763    $5,841,216    $209,218,979  $205,705,274    $5,877,793    $211,583,067    $391,504,387    $420.802,046 


New  Proposals 

The  "New  Proposal"  table  summarizes  all  new  proposals  requested  by  the  executive.  Descriptions  and  LFD  discussion 
of  each  new  proposal  are  included  in  the  individual  program  narratives. 


New  Proposals 

, FiTrii  ^nnft— 

iscal  2007- 
State 

riscdi  z\j\jo — 

General                State 

Federal 

Total 

General 

Federal 

Total 

Program                 FTE                  Fund                Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  1  -  Family  Education  Savings  Staff 

01                  0.50                      0              25,000 

0 

25,000 

0.50 

0 

25,000 

0 

25,000 

DP  8  -  Extension  Cropping  Specialist 

09                   0.00                        0 

0 

0 

0 

0.00 

65,600 

0 

0 

65,600 

DP  1 1  -  GSL  Default  Reduction  and  Outreach 

12                  0.00                      0 

0 

500,000 

500,000 

0.00 

0 

0 

500,000 

500,000 

DP  12 -Add  9  FTE  to  GSL 

12                   9.00                        0 

0 

354,350 

354,350 

9.00 

0 

0 

353,518 

353,518 

DP  16  -  Livestock  Specialist 

09                  0.00              65,600 

0 

0 

65,600 

0.00 

65,600 

0 

0 

65,600 

DP  20  -  Add  0.5  FTE  Accountant  for  GEAR-UP  Grant 

06                   0.50                        0 

0 

28.800 

28,800 

0.50 

0 

0 

28,813 

28,813 

DP  40  -  Business  &  Econ.  Dev  Outreach  -  OTO 

01                  2.00             180,000 

0 

0 

180,000 

2.00 

180,000 

0 

0 

180,000 

DP  51  -  Distant  Learning  Initiative  -OTO 

09                  0.00            500,000 

0 

0 

500,000 

0.00 

500,000 

0 

0 

500.000 

DP  60  -  2-Yr  Education-Develop  Common  Curriculum 

09                  0.00            600,000 

0 

0 

600,000 

0.00 

600,000 

0 

0 

600.000 

DP  61  -  MT  Tech  Economic  Development  Resource  Center  -OTO 

09                   0.00               50,000 

0 

0 

50,000 

0.00 

50,000 

0 

0 

50,000 

DP  63  -  Increase  Supply  of  Health  Care  Workers  -  OTO 

09                  0.00            500,000 

0 

0 

500,000 

0.00 

500,000 

0 

0 

500,000 

DP  66  -  FSTS  Plan-Add  One  Trainer 

09                  0.00              93,500 

0 

0 

93,500 

0.00 

59,535 

0 

0 

59,535 

DP  67  -  Integrated  Weed  Mgmt  &  Biotechnology 

09                  0.00             159,966 

0 

0 

159,966 

0.00 

159,967 

0 

0 

159,967 

DP  68  -  Technical  Assistance  to  Small  Oil  &  Gas  Operators 

09                   0.00               72,000 

0 

0 

72.000 

0.00 

74,880 

0 

0 

74,880 

DP  69  -  Coal  and  Coalbed-Methane  Technology  Program 

09                   0.00               72.000 

0 

0 

72,000 

0.00 

74,880 

0 

0 

74,880 

DP  77  -  Workforce  System  Data  Collection  and  Mang.  -OTO 

01                   0.00              140,000 

0 

0 

140,000 

0.00 

140,000 

0 

0 

140.000 

DP  78  -  Equipment  -  2  Year  Programs  -  OTO 

09                   0.00          2,500,000 

0 

0 

2,500,000 

0.00 

2,500,000 

0 

0 

2,500,000 

Total                 12.00        $4,933,066             $25,000 

$883,150 

$5,841,216 

12.00 

$4,970,462 

$25,000 

$882,331 

$5,877,793 
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Agency  Issues 

Executive  Pay  Plan  and  Retirement  Funding 

Sqjarate  from  HB  2,  the  proposed  executive  budget  for  HB  1 3  (state  employee  pay  plan)  includes  a  3  percent  per  year 
salary  increase  for  state  employees  (including  MUS  employees)  together  with  an  increase  in  the  state  contribution  toward 
employee  health  insurance  each  year  of  the  biermium.  While  the  legislature  will  consider  the  pay  plan  issues  separate 
from  HB  2  appropriations,  the  total  package  of  these  two  bills  has  a  unique  impact  on  the  Montana  University  System, 
specifically  on  the  tuition  rates  at  the  university  educational  units. 

The  2007  biermium  executive  budget  for  HB  13  proposes  that  state  general  fimd  would  support  43  percent  of  the  pay 
plan  at  the  university  educational  units,  which  is  the  level  used  to  determine  2005  biermium  pay  plan  costs.  This 
percentage  would  leave  57  percent  of  pay  plan  costs  to  be  funded  by  other  revenue  sources,  primarily  tuition.  The 
executive  proposals  for  HB  2  and  HB  13  recommend  that  university  educational  units  would  only  need  to  increase 
tuition  by  2  percent  in  FY  2006  and  an  additional  3  percent  in  FY  2007. 

The  43  percent  state  share  calculation  represents  the  percentage  of  the  university  educational  units  funding  in  base  year 
2004  that  comes  from  state  revenue,  primarily  general  fund  and  the  six-mill  property  tax  levy.  This  calculation  drives 
the  executive  budget  for  pay  plan  level  funding  to  the  education  units  and  has  a  subsequent  impact  on  student  tuition, 
essentially  funding  57  percent  of  HB  13  primarily  with  tuition  dollars. 

University  Tuition  Rates 

At  the  November  2004  meeting  of  the  Board  of  Regents,  the  Budget  Committee  considered  the  impact  that  the  executive 
budget  would  have  on  tuition  rates  in  the  2007  biermium.  The  board  discussed  four  scenarios  and  identified  the  impact 
that  each  would  have  on  university  educational  unit  tuition  levels: 

•        The  first  budget  scenario  assumes  state  funding  at  a  level  that  includes  the  base  year  plus  present  law 

adjustments,  it  does  not  include  HB  13.  Under  this  scenario  tuition  increases  are  projected  at  1.4  percent  in  FY 

2006  and  1 .3  percent  in  FY  2007. 


The  present  law  adjustment  calculations  included  in  this  scenario  include  inflationary  rates  and 
factors  that  are  not  included  in  the  state  budget  process,  but  are  unique  to  the  Montana  University 
System.  The  largest  of  these  unique  adjustments  include  a  base  increase  for  tuition/fee  waivers,  as 
well  as  projected  utility  costs  based  upon  actual  rates  rather  than  projected  inflationary  rates. 


IJ  I) 
COMMENT 


As  a  result  of  these  differences,  the  MUS  present  law  adjustment  calculation  is  moderately  higher  than  the  state  present 
law  adjustment. 


The  second  budget  scenario  projects  the  specific  cost  of  the  executive  proposal  for  HB  13,  the  state  employee 
pay  plan.  Under  the  executive  budget  for  HB  13,  tuition  increases  are  projected  by  OCHE  at  2.9  percent  for  FY 
2006  and  3.1  percent  for  FY  2007.  Tuition  revenue  would  primarily  fund  the  remaining  57  percent  of  pay  plan 
costs  after  the  state  share  calculation  fiinds  43  percent. 

The  third  budget  scenario  contemplates  a  number  of  university  campus-based  initiatives  that  range  from  new 
academic  programs  to  expanding  programs  to  new  geographic  areas.  Under  this  scenario,  if  the  Board  of 
Regents  were  to  approve  all  initiatives,  tuition  increases  are  projected  at  7.4  percent  in  FY  2006  and  2.3  percent 
in  FY  2007. 


I 
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At  the  November  2004  meeting,  the  Board  of  Regents  did  not  take  any  action  on  the  proposed 
university  campus-based  initiatives  but  only  heard  reports  from  each  campus  head.    The  board 
intends  to  continue  discussion  about  these  initiatives  and  make  a  final  decision  on  which  of  these 
will  be  approved  at  the  January  2005  Board  of  Regents  meeting. 
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The  intention  is  that  the  regents  will  come  to  the  legislature  during  the  2005  session  with  a  list  of  approved  initiatives  to 
seek  state  funding  for  some  or  all  of  these  initiatives.  Those  that  are  approved  by  the  board  but  not  fimded  by  the 
legislature  may  or  may  not  be  implemented  as  they  would  likely  drive  tuition  rates  higher. 

A  primary  objective  of  this  revised  budgeting  process  is  to  allow  the  Regents  to  more  clearly  demonstrate  the  impacts  of 
state  funding  levels  and  student  tuition  rates. 


The  fourth  scenario  aggregates  all  of  the  above,  thus  representing  the  present  law  adjustments  together  with  the 
executive  HB  13  proposal  and  contemplates  approval  of  all  university  initiatives.  Under  this  scenario  tuition 
increases  1 1 .7  percent  in  FY  2006  and  6.7  percent  in  FY  2007. 


COMMKNI 


Tuition  levels  are  set  solely  by  the  Board  of  Regents,  as  part  of  the  constitutional  authority  granted 
under  the  Montana  Constitution,  and  the  legislature  has  no  authority  to  set  or  directly  influence  tuition 
rates.  The  process  of  setting  tuition,  however,  is  clearly  influenced  by  the  level  of  state  funding  that  is 
appropriated  by  the  legislature.  The  tuition  rate  at  each  of  the  university  educational  units  and  the  community  colleges  is 
the  primary  factor  that  determines  the  level  of  access  that  Montana  residents  have  to  post-secondary  education.  Tuition 
rates  in  large  measure  determine  affordability. 

Assuming  that  access  to  and  affordability  of  a  post-secondary  education  for  Montana  residents  is  a  public  policy  goal,  the 
legislature  may  want  to  monitor  the  impact  that  state  funding  levels  will  likely  have  upon  tuition  rates  at  the  university 
education  imits  and  the  community  colleges. 

This  may  be  done  by  considering  the  budget  scenarios  above  and  trying  to  link  appropriation  decisions  to  specific 
outcome  goals  and  objectives  such  as  the  following  example: 

Policy  Goals  (see  PEPB  recommendations  table  above): 

To  promote  access  to  and  affordability  of  post-secondary  education 

Accountability  Measure  of  the  Policy  Goals  (see  PEPB  recommendations  table  above): 

A  measure  of  access  and  affordability  will  be  to  compare  tuition  rates  to  surrounding  states  and  consider  state  support  for 
the  university  system  as  a  percent  of  personal  income  and  per  capita  income 

Potential  Budget  Impact  of  this  Policy  Goal  and  Accountability  Measure: 

The  legislature  may  want  to  consider  basing  state  funding  appropriations  to  the  university  educational  units  upon  a 
formula  whereby  a  cost  of  education  calculation  is  determined  and  the  legislature  makes  a  public  policy  decision  to  fund 
a  specific  percentage  of  that  cost  each  biennia,  within  the  budget  constraints  that  exist.  The  specific  gap  that  would 
remain  between  the  cost  of  education  and  the  state  funding  level  would,  to  a  large  part,  determine  the  tuition  level  and 
other  revenue  that  would  be  required  to  fund  the  university  operating  budgets. 

Under  such  a  formula,  the  legislature  would  have  a  clearer  illustration  each  biennium  of  the  impact  that  state  fiinding 
appropriations  would  have  upon  tuition  levels  and  thus  have  more  impact  on  the  access  and  affordabiUty  of  post- 
secondary  education  in  Montana. 
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This  example  is  only  meant  to  illustrate  how  the  PEPB  policy  goals  and  accountability  measures 
could  be  used  to  drive  appropriations  and  potentially  provide  a  more  direct  and  clear  link  between 
the  policy  goals  of  the  legislature  and  the  funding  decisions  in  HB  2  appropriations.  Such  a  funding 
scheme  would  not  be  feasible  in  the  2007  biennium,  however,  given  that  the  policy  goals  and 

accountability  measures  have  not  been  fully  developed  to  include  measurable  benchmarks  and  targets  that  can  define 

success. 

For  more  discussion  on  the  potential  of  the  accountability  measures,  see  the  LFD  Issue  above  under  the  section  on 
Governance  and  Legislative  Appropriations  Authority. 


Ill) 
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As  stated,  while  the  legislature  has  no  authority  to  set  tuition  rates,  as  university  governance  is  solely  under 
the  authority  of  the  Board  of  Regents,  the  appropriations  authority  does  allow  the  legislature  to  set  conditions 
on  appropriated  funds.  If  the  board  accepts  the  funds  they  also  accept  the  conditions  on  those  funds. 


Therefore,  should  the  legislature  have  a  policy  goal  that  tuition  rates  remain  low,  the  legislature  may  want  to  consider  a 
special,  restricted,  one-time-only  (OTO)  appropriation  to  the  university  educational  units,  either  in  addition  to  or  carved 
out  of  the  current  appropriation,  that  provides  incentive  funds  in  the  event  that  tuition  rates  remain  at  or  below  a  target 
level  set  by  the  legislature  during  a  specified  period  of  time.  If  the  tuition  rate  targets  are  met,  the  state  funds  are 
released  to  the  university  educational  units.  If  the  tuition  targets  are  not  met,  the  funds  are  subject  to  reversion  to  the 
general  fund  at  the  end  of  FY  2007. 

Among  the  ways  such  an  option  could  be  implemented  is  that  the  legislature  could  identify  the  campus-based  initiatives 
that  would  merit  state  funding  support,  and  the  tuition-based  incentive  funding  could  be  targeted  for  these,  should  the 
target  tuition  rates  be  met.  This  would  ensure  that  there  is  an  identified  need  or  program  that  merits  additional  funding 
and  provides  the  legislature  with  additional  opportunity  to  link  public  policy  goals  with  program  outcomes  at  the 
university  units. 

In  the  absence  of  meritorious  campus-based  initiatives,  the  legislature  could  link  the  tuition-based  incentive  funding  to  an 
increase  in  the  state  share  of  funding  HB  13,  the  state  employee  pay  plan.  Specifically,  that  should  the  tuition  rate  goal 
be  met,  the  state  would  agree  to  fund  a  higher  percentage  of  the  HB  13  costs,  a  percentage  above  what  is  appropriated  in 
HB  2  upon  reaching  the  target. 


Long  Range  Building  Program  Funding 

Although  Long  Range  Building  Program  funds  are  appropriated  in  HB  5  rather  than  in  HB  2,  the  figure  below  illustrates 
that  the  executive  budget  proposes  that  the  Montana  University  System  would  receive  $16  million  long  range  building 
program  funding  for  22  projects  across  the  campuses  and  research/public  service  agencies. 
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Figure  3 

Montana  University  System 

Share  of  Long  Range  Building  Program  (HB  5) 

- 

Funding  Sources 

State 

Federal 

Agency 

Project  Description 

LRBP 

Special 

Special 

Other  Funds 

Total 

MUS 

ADA/Code  Deferred  Mainlenance 
Projects 

1.400,000 

0 

0 

0 

1,4110.000 

MUS 

Upgrade  Steam  Distribution  System. 
UM-Missoula 

5,935,000 

0 

0 

3.060,000 

8,995.000 

MUS 

Upgrade  HVAC  Systems,  MSU- 
Northem 

524,000 

0 

0 

0 

524,000 

MUS 

Heating  System  Improvements,  MSU- 
Billings 

245,000 

0 

0 

0 

245.000 

MUS 

Mining  &  Geology  Building 
Renovation,  UM-Butte 

920,000 

0 

0 

0 

920,000 

MUS 

HVAC  System  Repairs/Upgrades. 
MSU-GFCOT 

650,000 

0 

0 

0 

650,000 

MUS 

Upgrade  Health  Sciences  HVAC 
System,  UM-Missoula 

970,000 

0 

0 

0 

970,000 

MUS 

Renovate  Domestic  Water  System,  UM- 
Dillon 

183,100 

0 

0 

0 

183,100 

MUS 

Classroom/Laboratory  Upgrades 

1,000,000 

0 

0 

0 

1,000,000 

MUS 

Facility  Repairs  &  Improvements. 
MSU-Billings 

545.000 

0 

0 

0 

545,000 

MUS 

Heating  Plant  MSU-Bozeman 

950,000 

0 

0 

0 

950,000 

MUS 

Renovate  HVAC  Systems  -  Science 
Complex  UM-Missoula 

610,000 

0 

0 

0 

610.000 

MUS 

Water/Sewer  Repairs  and  Maintenance. 
MSU-Bozeman 

750,000 

0 

0 

750,000 

1,500,000 

MUS 

Upgrade  Primary  Electrical 
Distribution,  MSU-Bozeman 

250,000 

0 

0 

250,000 

500,000 

MUS 

Facility  Repairs  and  Improvements, 
MSU-AES 

480,000 

0 

0 

0 

480,000 

MUS 

Campus  Improvements,  MSU-Northem 

640,000 

0 

0 

300,000 

940,000 

MUS 

General  Spending  Authority,  UM-All 
Campuses 

0 

0 

0 

7,000,000 

7,000.000 

MUS 

New  Construction  -  Consolidate 
Campus,  UM-MCOT 

0 

0 

0 

24,500,000 

24.500.000 

MUS 

New  Gallery  Space,  UM-Missoula 

0 

0 

0 

6.000,000 

6,000.000 

MUS 

New  Forestry  Complex.  UM-Missoula 

0 

0 

0 

20,000,000 

20.000.000 

MUS 

General  Spending  Authority,  All  MSU 
Campuses 

0 

0 

0 

7,000,000 

7.000.000 

MUS 

VisComm  Black  Box  Theater,  MSU- 
Bozeman 

0 

0 

0 

2,750,000 

2,750,000 

Total  MUS  Long  Range  Building  Funds 

$16,052,100 

$0 

$0 

$71,610,000 

$87,662,100 

For  more  information  about  the  Long  Range  Building  Program,  see  Section  F  in  Volume  4  (this  volume)  of  the 
Legislative  Budget  Analysis  2007  Biennium. 

Language 

Establish  Biennial  Lump  Sum  Appropriation 

The  executive  recommends  language  in  HB  2  that  establishes  a  bieimial  lump  sum  appropriation  by  combining  the 

appropriation  for  the  following  programs: 
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Commissioner  Of  Higher  Ed SUMMARY 

"Items  [OCHE  Administration  (01),  Student  Assistance  (02),  Improving  Teacher  Quality  (formerly  Dwight  D. 
Eisenhower)  (03),  Talent  Search  (06),  CD.  Perkins  (Workforce  development)  (08),  Appropriation  Distribution 
(Educational  units)  (09),  Guaranteed  Student  Loan  (12),  and  the  Board  of  Regents  (13)]  are  a  single  biermial  lump-sum 
appropriation." 

Appropriation  of  all  Funds;  Budget  Transfers 

The  executive  recommends  language  in  HB  2  that  addresses  appropriation  of  all  funds  in  the  university  system  and  the 
requirements  for  budget  transfers. 

"General  fund  money  and  state  and  federal  special  revenue  fimds  appropriated  to  the  board  of  regents  are  included  in  all 
CHE  programs.  All  other  public  funds  received  by  units  of  the  Montana  university  system  (other  than  plant  funds 
appropriated  in  House  Bill  No.  5,  relating  to  long-range  building)  are  appropriated  to  the  board  of  regents  and  may  be 
expended  under  the  provisions  of  17-7-138(2).  The  board  of  regents  shall  allocate  the  appropriations  to  individual 
university  system  units,  as  defined  in  17-7-102(13),  according  to  board  policy." 

Standard  Accounting  Practices 

The  executive  recommends  HB  2  language  requiring  the  university  system  to  use  standard  accounting  practices  at  all 
units. 

"In  addition  to  the  requirements  in  17-1-102(4),  all  university  system  units,  except  the  office  of  the  commissioner  of 
higher  education,  shall  account  for  expenditures  consistently  within  programs  and  flinds  across  all  units  and  shall  use  the 
standards  of  accounting  and  reporting,  as  described  by  the  national  association  of  college  and  university  business 
officers,  as  a  minimum  for  achieving  consistency." 

Access  to  Banner  Information  System 

The  executive  recommends  HB  2  language  requiring  the  university  system  to  provide  the  Office  of  Budget  and  Program 
Planning  and  the  Legislative  Fiscal  Division  access  to  the  university  system  information  system.  Banner. 

"The  Montana  university  system,  except  the  office  of  the  commissioner  of  higher  education  and  the  community  colleges, 
shall  provide  the  office  of  budget  and  program  planning  and  the  legislative  fiscal  division  banner  access  to  the  entire 
university  system's  banner  information  system,  except  for  information  pertaining  to  individual  students  or  individual 
employees  that  is  protected  by  Article  II,  sections  9  and  10,  of  the  Montana  constitution,  20-25-515,  or  the  Family 
Educational  Rights  and  Privacy  Act  of  1974,  20  U.S.C.  1232g.  The  Montana  university  system  shall  provide  the 
electronic  data  required  for  human  resource  data  for  the  current  unrestricted  operating  funds  into  the  MBARS  system. 
The  salary  and  benefit  data  provided  must  reflect  approved  board  of  regents  operating  budgets." 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 

Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FTE 

15.40 

0.50 

2.50 

18.40 

0.50 

2.50 

18.40 

18.40 

Personal  Services 
Operating  Expenses 

1,241,468 
389,454 

(78,960) 
54,389 

170,437 
174,563 

1,332,945 
618,406 

(78,880) 
33,053 

170,345 
174,655 

1,332,933 
597,162 

2,665,878 
1,215,568 

ToUl  Costs 

$1,630,922 

($24,571) 

$345,000 

$1,951451 

($45,827) 

$345,000 

$1,930,095 

$3,881,446 

General  Fund 
State/Other  Special 

1,630,922 
0 

(24,571) 
0 

320,000 
25,000 

1,926,351 
25,000 

(45,827) 
0 

320,000 
25,000 

1 ,905,095 
25,000 

3,831,446 
50,000 

Total  Funds 

$1,630,922 

($24,571) 

$345,000 

$1,951,351 

($45,827) 

$345,000 

$1,930,095 

$3,881,446 

Program  Description 

The  Office  of  the  Commissioner  of  Higher  Education  (OCHE)  Administration  Program  includes:  1)  general 
administration  of  the  university  system;  2)  academic,  financial,  and  legal  administration;  3)  labor  relations  and  personnel 
administration;  and  4)  student  assistance  administration.  Article  X,  Section  9,  of  the  Montana  Constitution  requires  that 
the  Board  of  Regents  appoint  the  commissioner  and  prescribes  his/her  powers  and  duties. 

Program  Highlights 


OCHE  Administration  Program 
Major  Budget  Highlights 


The  executive  budget  includes  $640,000  general  fund  to  support  the 
economic  development  priorities  recommended  jointly  by  the  Shared 
Leadership  Project  of  the  Postsecondary  Education  Policy  and  Budget 
Subcommittee,  and  the  Board  of  Regents  as  follows: 

•  2.00    FTE    for   business    and    economic    development 
outreach 

•  Development   of  a  statewide  workforce  program  data 
collection  and  management  system 

The    executive   budget    adds    1.00    FTE    for   a    Data    Warehouse 

Administrator 

The  executive  budget  adds  0.50  FTE  for  administration  of  the  Family 

Education  Savings  program,  funded  with  state  special  revenue 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 


Program  Funding  Table 
Administration  Program 

Program  Funding 

Base           %  of  Base         Budget 
FY  2004         FY  2004         FY  2006 

%  of  Budget 
FY  2006 

Budget 

FY  2007 

%  of  Budget 
FY  2007 

01 000  General  Fund 
02000  State/Other  Special  Rev.  Funds 
Grand  Total 

$1,630,922           100.0%     $1,926,351 

25.000 

98.7% 

1.3% 

100.0% 

$  1,905,095 

25,000 

$  1,930,095 

98.7% 

1.3% 

100.0% 

$1,630,922           100.0%     $1,951,351 

State  special  revenue  funds  support  only  the  costs  associated  with  the  Family  Education  Savings  program;  general  fund 
supports  all  other  activities. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  made  by  the  legislature. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Legislative  decisions 
on  these  items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the 
narrative  descriptions. 


Present  Law  Adjustments 

p;..-..!  inm 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                  Fund 

Special 

Special 

Funds 

FFE 

Fund 

Special 

Special 

Funds 

Personal  Scrsices 
Vacancy  Savings 
Inllation/ Deflation 
Fixed  Costs 

(60,700) 

(47,233) 

(2,505) 

(18,106) 

(60,513) 

(47,237) 

(2,347) 

(39,600) 

Total  Statewide  Present  Law  Adjustments 

(SI28,544) 

($149,697) 

DP  2  -  Potential  Rent  Increase  for  CHE  (Restricted) 
0.00               75,000 

0 

0 

75,000 

0.00 

75,000 

0 

0 

75,000 

DP  3  -  Data  Warehouse  -  CHE 

1.00              51,521 

0 

0 

51,521 

1.00 

51,396 

0 

0 

51,396 

DP  29  -  Statewide  FTE  Reduction 

(0.50)             (22,548) 

0 

0 

(22,548) 

(0.50) 

(22,526) 

0 

0 

(22,526) 

Total  Other  Present  Law  Adjustments 

OilO           $103,973 

SO 

SO 

$103,973 

0.50 

$103,870 

SO 

SO 

$103,870 

Grand  Total  All  Present  Law  Adjustments 

($24,571) 



($45,827) 

DP  2  -  Potential  Rent  Increase  for  CHE  (Restricted)  -  The  Office  of  the  Commissioner  of  Higher  Education  has  been 
informed  by  the  building  owners  (Montana  Higher  Education  Student  Assistance  Corporation)  that  they  need  the  space 
OCHE  currently  occupies.  Therefore,  it  is  likely  that  by  the  2007  biennium,  OCHE  will  be  forced  to  move  into  higher 
priced  quarters.  OCHE  currently  pays  approximately  $7/square  foot.  The  current  market  price  is  approximately  of 
$14/square  foot. 


LID 
ISSllK 


Although  facing  a  potential  move,  OCHE  does  not  request  funding  for  moving  expenses.  OCHE  staff  report 
that  there  have  been  discussions  with  the  building  owner,  MHESAC,  about  providing  moving  assistance  in 
the  event  that  MHESAC  does  ask  OCHE  to  move,  but  there  does  not  appear  to  be  any  certainty  on  whether 
the  move  will  occur  and  if  MHESAC  will  assist  with  costs.  If  DP  2  is  approved,  the  legislature  may  want  to  consider 
doing  so  with  language  restricting  the  use  of  the  funds  only  in  the  event  that  OCHE  does  move  and  only  if  OCHE  faces 
an  actual  increase  in  rent  cost. 
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DP  3  -  Data  Warehouse  -  CHE  -  The  executive  budget  adds  1.00  FTE  to  the  commissioner's  office,  funding  this  Data 
Warehouse  Administrator  position  with  general  fund.  This  position  would  also  assist  to  support  the  Shared  Leadership 
initiative  on  workforce  system  data  collection  and  management. 


LFD 
COMMENT 


programs. 


Within  the  Montana  University  System  (MUS)  there  are  three  separate  data  warehouse  sites  that 
maintain  similar  yet  distinct  data  information.  These  include  the  Montana  State  University  units, 
the  University  of  Montana  units,  and  the  Office  of  the  Commissioner  of  Higher  Education 


Citing  the  need  for  system-wide  reporting,  the  need  to  share  data  as  students  transfer  through  the  university  system,  and 
the  need  for  integrated  data  analysis,  an  MUS  data  warehouse  was  created  in  order  to  integrate  the  three  distinct  sites. 
The  hardware  and  software  equipment  for  this  warehouse  was  fimded  through  a  student  computer  fee  and  it  was 
intended  that  ten  percent  of  this  fee  would  be  used  to  fund  ongoing  costs,  including  personal  services.  Students  across 
the  system  issued  a  protest  about  this  computer  fee  so  that  the  Board  of  Regents  eliminated  the  fee,  which  effectively 
eliminated  the  funding  to  support  the  position.  The  position  was  then  funded  by  the  Board  of  Regents  from  the 
university  unit's  lump  sum  appropriation. 

Therefore,  the  executive  budget  includes  general  fimd  specifically  for  this  1 .00  FTE  University  System  Data  Warehouse 
Administrator  and  shifts  the  funding  from  the  university  educational  unit's  lump  sum  appropriation  into  the 
Administration  Program  through  this  present  law  adjustment  decision  package. 


DP  29  -  Statewide  FTE  Reduction  -  The  executive  budget  reduces  personal  services  by  0.50  FTE  ($45,074)  in  the  2007 
biennium.  This  continues  the  FTE  reduction  adjustment  implemented  by  the  legislature  in  the  2003  session. 


LFD 
COMMENT 


Officials  at  the  Office  of  the  Commissioner  of  Higher  Education  (OCHE)  indicate  that  if  DP  29  is 
approved,  OCHE  would  likely  request  that  the  Board  of  Regents  take  state  funding  from  the  lump- 
sum appropriation  to  backfill  this  0.50  FTE  funding  reduction,  due  to  concerns  that  vacancy  savings 
would  not  be  generated  to  a  significant  enough  degree  because  of  expanded  programs  and  services,  such  as  the  Shared 
Leadership  project,  the  Data  Warehouse  project,  and  the  Family  Education  Savings  program. 


New  Proposals 


New  Proposals 

Fi'scal  2n0fi    

-Ficral  7007 

Program 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  1  -  Family  Education  Savings  Staff 

01               0.50                        0 

DP  40  -  Shared  Leadership  -  Business  &  Econ. 
01               2.00              180,000 

DP  77  -  Shared  Leadership  -  Workforce  System 
01               0.00              140,000 

25,000                        0 
3ev  Outreach  -  OTO 

0                        0 
Data  Collection  and  Mang.  -OTO 

0                       0 

25,000 
180,000 
140,000 

0.50 
2.00 
0.00 

0 
180,000 
140,000 

25,000 
0 
0 

0 

0 
0 

25,000 
180,000 
140,000 

Total 

2.50 

$320,000 

$25,000 

$0 

$345,000 

2.50 

$320,000 

$25,000 

$0 

$345,000 

DP  1  -  Family  Education  Savings  Staff  -  The  executive  budget  adds  0.50  FTE,  funded  by  state  special  revenue,  for 
administrative  staff  to  support  the  Family  Education  Savings  program,  which  the  legislature  authorized  and  the  Regents 
have  been  operating  for  5  years. 
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The  Family  Education  Savings  program  is  a  tax-favored  college  savings  plan  managed  by  the 
College  Savings  Bank.  The  program  allows  families  to  contribute  to  a  college  fund  that  will  earn 
non-taxable  interest.     When  the  funds  are  needed  to  pay  for  college  expenses,  they  may  be 

withdrawn  with  no  tax  liability.    As  of  December  31,  2003  the  program  has  10,152  accounts  with  more  than  $101 

million  on  deposit. 

The  workload  related  to  this  program  has  increased  in  the  Office  of  the  Commissioner  of  Higher  Education  (OCHE), 
due  to  the  growth  and  popularity  of  the  program,  in  particular  from  nonresident  customers  who  are  charged  an 
application  fee.  Therefore,  the  executive  budget  adds  0.50  FTE  to  assist  with  administrative  oversight. 

While  a  private  contractor  operates  the  plan  and  manages  accounts  for  the  Board  of  Regents,  OCHE  reports  that  the 
administrative  oversight  that  is  required  has  grown  beyond  the  capacity  of  current  staff.  The  following  are  among  the 
duties  and  responsibilities  that  this  new  0.50  FTE  position  would  assist  with: 
•        Staffing  the  Montana  Family  Education  Savings  Program  oversight  committee,  including  administrative 

requirements  of  the  open  meetings  laws  (committee  is  composed  of  3  public  and  4  private  representatives) 

Respond  to  requests  for  information  and  citizen/participant  inquiries 

Monitor  changes  in  federal  regulations,  SEC  determinations  and  other  rules  changes  that  will  impact  the 

program 

Issue  and  analyze  requests  for  proposal  for  the  selection  of  investment  services  and  program  management 

services 

Contracting  for  trust  services 

Review,  provide  input,  and  assist  the  Department  of  Revenue  in  the  development  of  revenue  rules  for  the 

program 

The  position  would  be  funded  from  state  special  revenue  generated  by  nonresident  application  fees. 


DP  40  -  Shared  Leadership  -  Business  &  Econ.  Dev  Outreach  -  OTO  -  The  executive  budget  funds  2.00  FTE  in  the 
Office  of  the  Commissioner  of  Higher  Education  to  support  new  projects  for  the  Montana  University  System  involving 
economic  growth  and  development  across  Montana. 


The  2.00  FTE  requested  are  an  outgrowth  of  the  "Shared  Leadership  for  a  Stronger  Montana  Economy" 
project  that  was  jointly  coordinated  by  the  legislature's  Postsecondary  Education  Policy  and  Budget 
Committee  (PEPB)  and  the  Board  of  Regents.  This  project  is  the  subject  of  a  House  Joint  Resolution 
that  will  be  introduced  in  the  2007  legislative  session. 


LID 
COMMKNT 


The  two  new  positions  include: 

•  Associate  Commissioner  of  Economic  Development  and  Outreach,  with  the  following  responsibilities: 

•  Provide  direction  to  and  coordination  of  the  Shared  Leadership  initiative 

•  Communicate  and  connect  the  MUS  mission  to  professional,  business,  govenmiental,  civic  and 
community  groups 

•  Produce  technical  and  informational  materials  to  support  collaborative  economic  development 
efforts,  including  technology-based  initiatives 

•  Anticipate  opportunities  and  challenges  that  face  the  MUS  and  the  State  of  Montana;  propose  and 
implement  strategic  partnerships;  develop  strategies,  action  initiatives  and  communications 

•  Strengthen  the  MUS  dialog  with  and  assistance  to/from  Montana  citizens,  business  leaders, 
legislators,  and  policy  makers  at  all  levels 

•  Executive  Level  Administrative  Assistant 
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The  Shared  Leadership  Project  identifies  three  priority  initiatives  and  recommends  implementation  by 
the  Commissioner  of  Higher  Education  together  with  the  Governor's  Office  of  Economic 
Development.  Those  three  initiatives  are  specific  to  the  role  that  higher  education  can  play  to 
strengthen  the  Montana  economy,  including: 

•  Workforce  Training  and  Education.  This  initiative  focuses  on  four  actions: 

•  Strategic  direction  and  overall  system  coordination  (business,  industry,   government  and  the 
university  involved) 

•  Standardize  two-year  college  programs  in  high  demand  occupation  areas 

•  Create  a  career  pathways  system 

•  Develop  better  workforce  system  data  management 

•  Promote  and  Enhance  Access  to  Postsecondary  Education.  This  initiative  is  intended  to  lower  the  barriers  to 
postsecondary  education  in  Montana.  It  combines  strategies  of  outreach  to  younger  students  (middle  school 
level)  and  at-risk  students  to  build  a  commitment  to  higher  education  upon  graduation,  as  well  as  lowering  the 
economic  barriers  through  increased  financial  assistance  opportunities. 

•  Distance  Learning.  This  initiative  involves  coordinating  on-line  delivery  of  education  across  all  units  of  the 
Montana  University  System.  A  primary  goal  is  to  increase  access  to  higher  education  for  rural  students,  non- 
traditional  students  and  workers  seeking  job  training  course  work. 

The  Shared  Leadership  Project  also  identified  three  additional  initiatives  that  are  to  be  implemented  as  an  adjunct  to  the 
above  priorities.  These  include: 

•  Montana  University  System  -  Business  Partnerships.  This  initiative  calls  for  expanding  the  partnerships 
between  the  university  system  and  Montana's  private  sector  businesses.  Specifically,  an  effort  to  identify 
partnership  opportunities  for  university  knowledge  and  technology  to  benefit  existing  businesses  will  be 
explored 

•  Montana  University  System  and  Govenunent  Collaboration.  This  initiative  is  intended  to  provide  a  means  for 
the  university  system  to  become  more  engaged  in  helping  state  government  leadership  with  problem-solving, 
specifically,  through  outreach  and  networking 

•  Montana  University  System  -  Montana  Promotion  Partnership.  This  initiative  is  designed  to  increase  revenues 
to  both  the  university  system  and  the  state  economy  through  better  collaboration  of  Montana's  marketing 
resources,  specifically  joint  projects  between  the  Montana  Promotion  Division  in  the  Department  of  Commerce 
and  the  university  system  to  increase  non-resident  student  enrollment  and  non-resident  alumni  investment 

hi  DP  40,  OCHE  intends  to  use  the  2.00  FTE  to  coordinate  the  statewide  activities  that  these  initiatives  will  entail, 
working  under  the  leadership  of  the  Commissioner  for  Higher  Education  and  the  oversight  of  the  Leadership  Team, 
whose  membership  includes  legislative  leadership.  The  executive  funds  these  2.00  FTE  as  a  one-time-only  (OTO) 
expenditure  so  that  these  costs  would  not  be  part  of  the  base  year  in  the  next  biennium  but  would  need  to  be  budgeted 
once  again  as  a  new  proposal. 

The  university  system  and  executive  budget  related  to  the  shared  leadership  initiatives  also  include: 

•  $1  million  for  Distance  Education  to  support  development  and  implementation  of  an  integrated  distance  learning 
(online  education)  system  that  includes  all  units  of  the  university  system  together  with  K-12  program 
partnerships 

•  $2.6  million  for  Workforce  Development  to  support  a  common  two-year  postsecondary  education  curriculum  for 
high  demand  employment  programs,  to  increase  rural  healthcare  workers,  and  to  support  the  economic 
development  resource  center  at  Montana  Tech  in  Butte 

For  a  discussion  of  the  Shared  Leadership  initiatives,  including  legislative  options  for  oversight  and  expenditure  outcome 
accountabiUty,  which  would  include  these  positions,  please  see  Program  09  of  this  narrative. 
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DP  77  -  Shared  Leadership  -  Workforce  System  Data  Collection  and  Mang.  -OTO  -  The  executive  budget  includes 
fiinding  for  an  integrated  data  management  system  to  support  workforce  development  programs.  This  proposal  is  a  one- 
time-only (OTO). 


The  executive  budget  provides  $280,000  general  fund  in  the  2007  biennium  to  support  the 
development  and  implementation  of  an  integrated  data  management  system  to  collect,  evaluate  and 
analyze  data  across  the  approximately  forty  workforce  development  programs  in  the  university 
system,  K-12  education,  and  other  state  and  local  government  agencies.  The  stated  goals  of  this  initiative  include: 

•  To  allow  Montana  to  identify  and  track  system-wide  indicators  and  to  effectively  manage  coordination  and 
change  among  the  programs  in  the  workforce  development  system 

•  To  establish  a  data  repository  of  existing  performance  data  to  meet  state  reporting  requirements,  evaluate 
programs,  facilitate  research,  and  provided  longitudinal  capacity 

•  To  establish  an  independent  unit  and  advisory  group  that  is  charged  with  improving  data  accuracy 

•  To  provide  a  basis  for  common  outcome  measures,  comparisons,  and  discussion  of  issues  across  all  workforce 
programs  and  operations 

The  existing  workforce  development  system  in  Montana  consists  of  various  programs  that  reside,  among  others,  in  the 
Montana  University  System,  in  the  Office  of  Public  Instruction  at  the  K-12  level,  in  the  Department  of  Labor  & 
Industry,  and  in  the  Department  of  Commerce.  Many  of  these  programs  are  funded  primarily  with  federal  grants  such  as 
the  Carl  Perkins  vocational  education  grants,  the  Workforce  Investment  Act,  the  Wagner-Peyser  Job  Service  program, 
and  others.  Historically,  these  various  programs  have  had  difficulty  sharing  data  and  integrating  services  at  both  the 
local  and  statewide  levels. 

In  order  to  improve  data  management  within  and  among  workforce  programs,  the  United  States  Department  of  Labor 
has  funded  a  national  project,  the  Integrated  Performance  Information  for  Workforce  Development  System  Planning. 
As  a  participant,  Montana  has  pulled  together  a  working  group  with  representatives  from  among  the  forty  workforce 
development  programs.  The  Montana  working  group  has  started  to  identify  the  data  system  problems  that  have 
inhibited  program  and  service  collaboration  among  workforce  programs. 

This  decision  package  initiative  is  targeted  to  address  some  of  the  system  wide  concerns  raised  by  this  inter-agency, 
statewide  working  group. 

For  a  discussion  of  the  Shared  Leadership  initiatives,  including  legislative  options  for  oversight  and  expenditure 
outcome  accountability,  which  would  include  this  proposal,  please  see  Program  09  of  this  narrative. 


Language 

Audit  Costs  for  the  Commissioner  of  Higher  Education 

The  executive  budget  recommends  HB  2  language  that  identifies  audit  costs  for  specific  programs  in  the  university 

system  budget: 

"Total  audit  costs  for  the  Office  of  the  Commissioner  of  Higher  Education  are  estimated  to  be  $47,337." 

Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  fiinding. 
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Program  ftoposed  Budget 

Budget  Item 

Base 

Budget 
Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 

Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Local  Assistance 
Grants 

103,000 
8,537,206 

5,000 
397,555 

0 
0 

108,000 
8,934,761 

9,000 

622,787 

0 
0 

1 12,000 
9,159,993 

220,000 
18,094,754 

Total  Costs 

$8,640,206 

$402,555 

$0 

$9,042,761 

$631,787 

$0 

$9,271,993 

$18314,754 

General  Fund 
Federal  Special 

8,451,220 
188,986 

365,768 
36,787 

0 
0 

8,816,988 
225,773 

595,000 
36,787 

0 
0 

9,046,220 
225,773 

17,863,208 
451,546 

Total  Funds 

$8,640,206 

$402,555 

$0 

$9,042,761 

$631,787 

$0 

$9,271,993 

$18314,754 

Program  Description 

There  are  two  distinct  components  to  the  Student  Assistance  program  (governed  by  Title  20,  Chapters  25  and  26,  MCA): 

•  The  grant,  loan,  and  work  study  programs  consist  of  financial  need-based  criteria  for  student  awards: 

•  The  federal  Leveraging  Educational  Assistance  Partnership  (LEAP)  grant  is  matched  by  the  state 
Baker  grant  program 

•  The  federal  Supplemental  Leveraging  Educational  Assistance  Partnership  (SLEAP)  grant  is  matched 
by  the  Montana  Higher  Education  Grant  (MHEG)  program 

•  The  federal  Supplemental  Educational  Opportunity  Grant  (SEOG)  grant  program  sends  funds 
directly  to  MUS  campuses  and  is  matched  by  state  general  fimd 

•  The  Perkins  Federal  Loan  program  sends  funds  directly  to  MUS  campuses  and  is  matched  by  state 
general  fund 

•  The  Work  Study  Program  is  funded  70  percent  from  general  fund  with  a  30  percent  employer  match 

•  The  interstate  student  exchange  and  assistance  programs  have  no  financial  need-based  criteria  for  participants, 
and  are  completely  state  general  flind  programs  which  include: 

•  The  Western  Undergraduate  ExchangeAVestem  Regional  Graduate  Program  allows  students  from  14 
participating  states  to  enroll  in  designated  postsecondary  schools  and  pay  reduced  tuition  rates  that 
are  less  than  the  non-resident  rate.  These  programs  are  part  of  the  MUS  membership  agreement 
with  the  Western  Interstate  Commission  for  Higher  Education  (WICHE) 

•  The  WICHE  Professional  Student  Exchange  Program  enables  Montana  students  to  enroll  in  8 
professional  graduate  studies  programs  in  1 3  participating  states  at  reduced  tuition  rates  as  Montana 
pays  negotiated  support  fees  to  subsidize  students,  who  pay  reduced  tuition 

•  The  Washington,  Wyoming,  Alaska,  Montana,  and  Idaho  Cooperative  Program  (WW AMI)  enables 
Montana  students  to  attend  the  University  of  Washington  School  of  Medicine  at  a  reduced  tuition 
rate  as  Montana  pays  a  negotiated  support  fee  to  subsidize  students 

•  The  Minnesota  Dental  Program  enables  Montana  students  to  attend  the  University  of  Minnesota 
Dental  School  at  a  reduced  tuition  rate  as  Montana  pays  a  negotiated  support  fee  to  subsidize 
students 
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Program  Highlights 


Student  Assistance  Program 
Major  Budget  Highlights 


•  The  executive  budget  increases  general  fund  spending  by  $0.96 
million  in  the  2007  biennium  to  support  335  student  slots  in  the 
WICHEAVWAMI/MN  Dental  professional  student  exchange 
programs  as  follows: 

•  In  FY  2006  state  support  fees  increase  an  average  of 
$1,750  per  student  slot 

•  In  FY  2007  state  support  fees  increase  an  average  of 
$2,23 1  per  student  slot 


Funding 

The  following  table  shows  the  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended 
by  the  Governor.  Funding  for  student  assistance  programs  is  included  in  the  lump  sum  appropriation  for  the  Montana 
University  System. 


Program  Funding  Table 
Student  Assistance  Program 

Program  Funding 

Base 
FY  2004 

%  of  Base         Budget 
FY  2004         FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

01000  General  Fund 
03000  Federal  Spec.  Rev.  Funds 
Grand  Total 

$8,451,220 

188,986 

$  8,640,206 

97.8%     $8,816,988 

2.2%          225.773 

100.0%     $9,042,761 

97.5% 

2.5% 

100.0% 

$  9,046,220 

225.773 

$9,271,993 

97.6% 

2.4% 

100.0% 

Federal  funds  are  granted  to  the  states  as  an  incentive  and  are  required  to  be  matched  by  general  fund  dollars.  The  match 
formulas  vary  from  program  to  program  as  the  federal  component  of  the  SEOG  and  Perkins  programs  match  every 
general  fund  dollar  with  three  federal  dollars,  while  the  LEAP  and  SLEAP  federal  programs  provide  just  a  dollar-for- 
dollar  match.  In  both  LEAP  and  SLEAP,  state  general  fund  appropriations  (the  MHEG  and  Baker  programs)  far  exceed 
the  one-to-one  match  requirement,  as  federal  appropriations  have  not  kept  pace  with  state  appropriations  for  these  two 
programs. 

The  WICHE/WWAMI/MN  Dental  programs  are  completely  state  general  fund.  Work-study  is  70  percent  general  fund 
with  a  30  percent  employer  match  as  employers  also  pay  employee  benefits.  The  employers'  portion  of  the  work-study 
program  is  not  included  in  HB  2. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 
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Present  Law  Adjustments 

Ficral  7006- 

Fiscal  2007 

General                State 
FTE                  Fund                Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  4  -  WWAMIAVICHE/MN  Dental 

0.00            365,768 

DP  21  -  Additional  Federal  Funds  for  Student  Assistance 
0.00                      0 

0 
0 

0 

36,787 

365,768 
36,787 

0.00 
0.00 

595,000 
0 

0 

0 

0 

36,787 

595,000 
36,787 

Total  Other  Present  Law  Adjustments 

0.00           $365,768 

$0 

$36,787 

$402,555 

0.00 

$595,000 

$0 

$36,787 

$631,787 

Grand  Total  All  Present  Law  Adjustments 

$402,555 

$631,787 

DP  4  -  WWAMIAVICHE/MN  Dental  -  The  executive  budget  adds  $0.96  million  general  fund  authority  in  the  2007 
biennium  to  fund  both  new  and  continuing  student  slots  at  the  increased  tuition  levels  for  the  WICHE,  WW  AMI  and  MN 
Dental  professional  student  exchange  programs. 


Figure  1 

WICHEAVWAMI/MN  Dental  Program 

Present  Law  Adjustments  -  2007  Biennium  Executive  Budget 

P<'  2004 

FY  2006 

Present  Law  Adjustments             | 

FY  2007 

FY  2006 

FY  2007 

WICHE  Annual  Dues 
WICHE  Student  Support 
WW  AMI  Student  Support 
MN  Dental  Student  Support 

Total 

$   103,000 

1,619,800 

2,791,866 

132,000 

$4,646,666 

$      108,000 

1,777,634 

2,970,800 

156,000 

$5,012,434 

$      112,000 

1,865,966 

3,104,500 

159,200 

$5,241,666 

$          5,000 
157,834 
178,934 
24,000 

$365,768 

$           9,000 

246,166 

312,634 

27,200 

$595,000 
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The  present  law  increase  in  the  professional  student  interstate  exchange  programs 
(WICHEAVWAMI/MN  Dental)  is  almost  completely  caused  by  rising  tuition  at  the  participating 
universities.  As  tuition  rates  increase  the  state  support  fees  paid  on  behalf  of  Montana  students  also 
rise.  For  the  2007  biennium,  state  support  fees  increase  an  average  of  $1,750  per  student  slot  in  FY  2006  and  $2,231  per 
student  slot  in  FY  2007,  as  compared  to  base  year  FY  2004  fees.  On  the  other  hand,  the  number  of  slots  for  Montana 
students  is  decreased  by  2  in  the  2007  biennium  executive  budget,  from  337  to  335. 

The  state  support  fees,  based  upon  tuition  rates,  are  negotiated  by  an  interstate  council  upon  which  Montana  is 
represented  by  the  Commissioner  of  Higher  Education  and  members  of  the  legislature.  Once  negotiated  and  agreed 
upon,  the  legislature  has  no  more  control  over  these  fees  so  that  any  changes  in  expenditures  levels  in  this  program 
would  require  adjustments  to  the  number  of  student  slots  that  will  be  funded  in  the  biennium. 
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The  state  support  fee  represents  a  subsidy  to  support  Montana  resident  students  who  are 
accepted  for  professional  education  at  the  participating  institutions,  but  the  students  are  still 
required  to  pay  a  reduced  tuition  charge  to  attend  these  programs.  The  Figure  below  details  the 

student  tuition  rates  for  most  of  these  professional  exchange  programs  for  the  2003-2004  academic  year,  the  most  recent 

year  for  which  this  data  is  available. 


Figures 

Professional  Student  Exchange  Program 

WICHEAVWAMI  Annual  Student  Tuition 

Academic  Year  2003-2004 

Professional  Education 

Annual  Student 

Program 

Tuition  Rate 

WICHE  Medicine 

$        14,449 

WICHE  Dentistry 

18,509 

WICHE  Veterinary  Med. 

12,934 

WICHE  Occupat.Therapy 

10,551 

WICHE  Optometry 

11,287 

WICHE  Podiatry 

10,404 

WICHE  Osteopathic  Med. 

15,029 

WICHE  Public  Health 

4,835 

WWAMl  Medicine 

12,448 

LID 
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During  FY  2005,  the  Office  of  the  Commissioner  of  Higher  Education  (OCHE)  requested,  and  the  executive 
approved,  a  $108,000  program  transfer  of  general  fund  authority  out  of  the  Student  Assistance 
WICHEAVWAMI/MN  Dental  Program  and  into  the  OCHE  Administration  Program  to  support  a  new  1 .00 

FTE  position  for  a  data  warehouse  administrator.  While  this  program  transfer  followed  all  legal  procedures  and  process 

requirements,  it  raises  some  policy  issues  for  legislative  consideration. 

The  FY  2005  appropriation  for  this  student  assistance  program  was  $108,000  over  the  actual  expenses  of  supporting 
students  in  the  professional  student  exchange  program.  Such  an  occurrence  is  not  unusual,  as  the  budget  is  based  upon  the 
assumption  that  some  specific  number  of  students  will  follow  through  with  the  multi-year  education  programs  funded  in 
student  assistance.  If  any  of  those  students  decide  to  withdraw  or  do  not  maintain  the  academic  standards,  then  the 
appropriated  fiinds  will  exceed  the  actual  program  expenditures. 

That  is  the  case  in  FY  2005,  as  less  than  the  budgeted  number  of  students  in  the  2005  biennium  budget  have  maintained 
their  participation  in  the  program  so  that  there  is  an  unexpended  fund  balance,  which  OCHE  and  the  executive  have 
transferred  to  a  different  program. 
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On  the  other  hand,  the  Student  Assistance  Program  (02)  also  supports  student  financial  aid  programs, 
including  the  Montana  Higher  Education  Grants  (MHEG)  and  the  Baker  grant  programs,  which 
provide  financial  need-based  grants  to  Montana  resident  students  that  meet  low-income  criteria. 
According  to  the  financial  aid  offices  at  both  Montana  State  University  and  the  University  of  Montana,  after  the  federal- 
state  funding  formula  for  financial  aid  is  completed  in  each  academic  year,  the  funding  criteria  indicate  that  many 
Montana  resident  students  still  demonstrate  an  unmet  fmancial  need  in  paying  for  their  post-secondary  education. 

Therefore,  should  the  legislature  continue  to  ftmd  the  WICHEAVWAMI/MN  Dental  Program  in  the  2007  biennium,  the 
legislature  may  want  to  consider  the  following  options: 

•  Option  A  -  restrict  this  appropriation  so  that  any  unexpended  general  fiand  that  may  result  from  a  change  in 
student  enrollment  in  the  professional  exchange  program  would  be  required  to  remain  within  the  Student 
Assistance  Program  (02)  and  be  redirected  to  the  other  student  financial  aid  programs 

•  Option  B  -  restrict  this  appropriation  so  that  any  unexpended  general  fund  would  be  subject  to  reversion 

•  Option  C  -  take  no  action  at  this  time 
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The  interstate  student  exchange  and  professional  student  exchange  programs  emphasize  that  among  their 
program  goals  and  objectives  they  also  serve  the  following  public  policy  goals: 

To  provide  state  fmancial  assistance  that  supports  expanded  postsecondary  educational  opportunities  for 
Montana  resident  students,  in  particular  in  academic  and  professional  education  fields  that  are  not  available 
through  the  MUS  or  at  private  universities  in  Montana.  Rather  than  building  a  medical  school,  a  dental  school  or 
a  veterinary  medical  school,  it  is  more  cost  effective  to  subsidize  Montana  student  access  to  existing  institutions. 
•  To  increase  the  number  of  professional  practitioners  in  critical  professions  (doctors,  dentists,  veterinarians,  etc.) 
in  Montana,  where  there  is  a  shortage  of  these  specialists  in  many  parts  of  the  state.  Montana  residents  who 
receive  advanced  degrees  in  these  professions  are  the  most  likely  to  choose  to  practice  in  Montana. 

Providing  access  to  these  professional  schools,  the  first  goal  above,  is  simply  a  matter  of  funding  slots  and  subsidizing 
student  tuition  at  whatever  fiscal  level  the  legislature  decides  each  biennium.  hi  the  2007  biennium  the  executive  budget 
recommends  providing  access  for  335  resident  students. 

Increasing  the  number  of  professional  practitioners  in  Montana,  the  second  policy  goal,  is  not  quite  so  straightforward, 
and  compared  to  other  states  that  participate  in  WICHE,  Montana  is  not  doing  well  in  this  regard.  Montana  has  one  of 
the  lowest  practicing  alumni  return  rates  among  the  participating  states.  Only  53  percent  of  Montana  residents 
subsidized  by  state  support  to  attend  WICHE  professional  schools  return  to  Montana  to  practice  their  chosen  field.  The 
average  return  rate  among  the  13  states  is  63  percent;  Montana  ranks  eleventh. 
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At  the  same  time,  the  Montana  Department  of  Labor  and  hidustry  projects  a  growing  need  for  practitioners  in 
these  critical  professions,  including  dentists,  occupational  therapists,  optometrists  and  veterinarians.  In  fact, 
Montana  delegates  to  WICHE  select  the  professional  programs  that  will  be  supported  based  in  large  part  on 
the  projected  need  for  practitioners  in  these  areas  across  Montana.  The  Figure  below  illustrates  Montana 
employment  projections  in  these  critical  health  related  professions. 
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Figure  4 

Montana  Employment  Projections 

Selected  Health  Professions  -  (1998 

-  2008) 

1998 

2008 

Annual 

Professions 

Employment 

Projected 

Growth 

Openings 

Dentists 

1150 

1350 

200 

40 

Occupational  Therapists 

250 

300 

50 

10 

Optometrists 

400 

450 

50 

10 

Physician  and  Surgeons  * 

1850 

2300 

450 

70 

Veterinarians 

550 

650 

100 

20 

Total 

850 

150 

*  Physician/Surgeons  includes  podiatrists  and  osteopaths 

Source:  Montana  Department  of  Labor  and  Industry  (Office  of  Research  &  Analysis) 

If  you  correlate  the  Labor  and  Industry  data  identifying  the  annual  openings  and  employment  needs  in  these  critical 
professions  with  the  53  percent  WICHE  alumni  return  rate,  the  result  is  that  during  the  2007  biermium  the  WICHE 
program  can  only  be  expected  to  contribute  23  practitioners  per  year  (43  student  slots  per  year  at  53  percent  return)  to  fill 
150  projected  openings  per  year.  It  is  not  clear,  therefore,  that  the  professional  student  exchange  program  is  achieving 
the  public  policy  goal  to  increase  the  number  of  these  practitioners  in  Montana  to  the  extent  the  legislature  may  wish. 

With  this  public  policy  goal  in  mind,  however,  the  legislature  created  the  Rural  Physician  Incentive  Program  (20-26- 
1501,  MCA).  This  program  is  fionded  by  a  statutory  appropriation  with  state  special  revenue  fi-om  a  surcharge  on 
WICHEAVWAMI  medical  students.  Under  the  program,  OCHE  will  repay  up  to  $45,000  of  student  debt  for  physicians 
who  choose  to  practice  in  imder-served  rural  Montana  communities  for  a  one-to-five  year  period. 

Current  data  fi-om  OCHE  indicates  that  since  its  inception  in  1993,  the  Rural  Physician  Incentive  Program  has  attracted 
73  applications  from  physicians,  of  which  63  were  approved  and  53  are  still  practicing  medicine  in  under-served 
Montana  communities.  This  is  an  84  percent  retention  rate  of  physicians  who  have  been  accepted  into  the  program  and 
drawn  to  practice  medicine  in  rural  Montana.  The  average  aimual  cost  of  this  program  to  Montana  state  government  has 
been  $154,000  during  the  five-year  period  2000-2004,  fimded  by  state  special  revenue  generated  from  a  student 
surcharge. 

Thus,  the  Rural  Physician  Incentive  Program  has  shown  some  success  in  attracting  professional  practitioners  to  meet 
critical  needs  in  underserved  Montana  communities. 
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Considering  the  low  aliunni  return  rate  in  the  WICHE  program  within  the  context  of  the  projected  need  for 
1 50  practitioners  per  year  in  Montana,  the  legislature  may  want  to  consider  the  following: 
•  Option  A  -  expand  the  Physician  Incentive  program  to  include  support  for  and  enrollment  by  the 
other  health  care  professionals  that  graduate  from  the  WICHE  program. 
Option  B  -  create  a  similar  but  separate  program,  modeled  on  the  Physician  Incentive  Program,  that  would 
provide  student  loan  repayment  for  these  other  professional  practitioners  in  these  critical  need  areas  that  choose 
to  practice  in  medically  underserved  communities  of  Montana. 

•     Based  upon  the  last  five  years  of  data  from  the  Rural  Physician  Incentive  Program,  it  may  be 
projected  that  a  new  or  expanded  program  would  cost  approximately  $150,000  per  year,  which  could 
be  fiinded  through  the  assessment  of  a  student  surcharge,  as  the  physician  program  has  done. 
Option  C  -  take  no  action  at  this  time. 


DP  21  -  Additional  Federal  Funds  for  Student  Assistance  -  The  executive  budget  adds  $73,574  additional  federal 
authority  in  the  2007  biennium  for  anticipated  increases  in  federal  funds  for  student  grants.  These  funds  would  be  used 
as  the  federal  match  portion  in  the  state  matched  Baker  Grant  program. 


COMMKNT 


authority. 


No  federal  award  letter  has  been  received  yet  for  the  2007  biennium  so  this  present  law  request  is 
based  upon  an  assumption  of  fiinding  at  the  FY  2005  level.  The  present  law  amount  requested  is 
equal  to  FY  2005  federal  funding  less  FY  2004  base  year  expenditures,  to  ensure  appropriate  federal 


The  Figure  below  details  these  federal/state  fimded  grant,  loan  and  work  study  programs,  showing  the  executive  budget 
allocations  to  each  of  these  unique  programs  in  the  2007  biennium  and  comparing  these  to  the  FY  2004  base. 


Figure  5 

Student  Assistance  -  State/Federal  Grant  and  Work  Study  Programs 

Fiscal  2004  through  2007 

Actual 

Op  Plan 

Exec.  Budget 

Exec.  Budget 

Biennial 

Grant  Program 

FY  2004 

FY  2005 

FY  2006 

FY  2007 

%  Change 

Funded  wilh  Stale  Funds: 

Baker  Grants 

$2,034,870 

$2,035,067 

$2,034,869 

$2,034,869 

0.0% 

MT  Higher  Education  Grant  (MHEG) 

229,422 

229,422 

229,422 

229,422 

0.0% 

SEOG* 

527,401 

537,564 

527,401 

527,401 

-1.0% 

Perkins  Loan  • 

149,873 

149,576 

149,873 

149,873 

0.1% 

Slate  Work  Study 

862.989 

803.322 

862.989 

862,989 

3.6% 

Subtotal  Slate  Funds 

$3,804,555 

$3,754,951 

$3,804,554 

$3,804,554 

07% 

Federal  Matchinc  Funds: 

SLEAP  Grant  Program    (Baka  Match) 

72,628 

136,578 

$136,578 

$136,578 

LEAP  Grant  Program    (MHEo  Match) 

116.358 

89.195 

$89,195 

$89,195 

Subtotal  Federal  Funds 

$188,986 

$225,773 

$225,773 

$225,773 

8^% 

Total  Funds 

$3,993,541 

$3,980,724 

$4,030,327 

$4,030,327 

1.1% 

*  Represents  the  state  match.  The  federal  matching  funds  are 

distributed  directly  to  university  campuses. 
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The  2007  biennium  executive  budget  continues  state  funding  for  grants,  loans,  and  work-study 
awards  to  students  at  the  same  level  as  the  FY  2004  base.  There  is  no  state  funding  increase  or 
decrease. 


In  FY  2004,  $2.2  million  state  general  fund  was  expended  for  grant  awards  to  MUS  students  in  the  combined 
federal/state  grant  programs  that  include  LEAP/SLEAP/MHEG/Baker  grants.  In  FY  2003  those  same  federal/state 
programs  awarded  $2.6  million  state  general  fund.  The  table  below  illustrates  how  these  state  funds  were  allocated  by 
student/family  income  level  to  MUS  students  in  both  FY  2003  and  FY  2004: 


Figure  6 

Student  Assistance  Program 

LEAP/SLEAP/MHEG/Baker  Grant  Programs  -  FY  2003  and  2004 

Average  State  Funded  Student  Grant  Awards  -  By  Income  Level 

Income  Level         State  General  Fund  Expended 
2003                   2004 

Number  of  Grants  Awarded 
2003                   2004 

Average  Grant  Award  Amount 
2003                   2004 

$0  to  $19,999       $     956,198        $     850,520                $      2,199           $      1,760 
$20,000  to  $39,999             775,764              644,087                       1,470                  1,110 
$40,000  and  above             903.468              689.512                       1.512                     992 

Totals                        $     2,635,430     $     2,184,119          $            5,181      $            3,862 
Source:  OCHE  Annual  Reports  to  US  Department  of  Education  (2003  and  2004) 

$         435           $         483 
528                      580 
598                     695 

$               509     $               566 

The  data  figure  table  above  illustrates  what  appears  to  be  an  odd  distribution  of  state  funding  for  student  grant  awards, 
as  the  average  state  grant  award  gets  larger  as  the  student/family  income  level  gets  higher. 

This  distribution  occurs  because  state  fimded  grant  awards  are  the  final  award  component  that  the  university  financial 
aid  offices  allocate  in  putting  together  the  total  financial  aid-funding  package  for  students.  At  this  final  point  in  the 
process,  students  will  have  received  their  federal  grant  award  (primarily  the  Pell  Grant  ftinds),  any  private 
scholarship/grant  awards  (such  as  Rotary  Club  awards),  and  the  institutional  awards  that  are  made  by  each  college  or 
university.  Since  the  federal  grant  awards  are  distributed  solely  on  need-based  criteria,  as  are  some  of  the  private  and 
institutional  awards,  by  the  time  the  state  funded  grant  awards  are  made,  those  students  with  the  greatest  financial  need 
will  have  received  larger  fmancial  aid  packages.  Therefore,  the  state  awards  will  be  made  at  the  point  in  the  process 
where  the  total  unmet  need  is  a  function  of  student/family  income  level  minus  the  federal/private/institutional  aid 
awarded.  Since  the  lower  income  students  will  likely  have  received  greater  award  packages  to  that  point,  their  state 
grant  award  tends  to  be  smaller  as  their  unmet  need  at  that  point  will  likely  have  been  reduced  to  a  greater  degree. 

Once  the  entire  grant  award  package  is  assembled,  the  financial  aid  offices  will  work  with  students  to  close  the  unmet 
fmancial  need  gap  with  student  loans.  According  to  data  from  the  OCHE  student  assistance  office,  through  academic 
year  2003,  the  average  student  loan  debt  is  $19,980  for  Montana  resident  students  who  receive  a  degree  from  the 
Montana  University  System  that  is  in  part  funded  by  student  loans. 


According  to  data  from  the  National  Association  of  State  Student  Grant  and  Aid  Programs  (NASSGAP)  34"* 
Annual  Survey  Report  (Academic  Year  2002-2003).  the  national  average  for  state  fmancial  aid  grant  awards 
is  $467  per  FTE  student.    In  Montana,  that  average  is  $79  per  resident  FTE  student,  ranking  Montana  38* 
among  the  48  states  participating  in  the  national  survey. 
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The  executive  budget  projects  that  enrollment  growth  at  the  university  educational  units  will  average  0.6 
percent  per  year  during  the  2007  biennium.  At  the  same  time,  the  executive  budget  increases  state  funding 
for  all  student  financial  aid  by  a  like  amount  at  .66  percent.  The  only  category  that  experiences  growth, 
however,  is  the  State  Work  Study  program,  which  grows  by  3.58  percent,  while  all  others  are  level  funded. 


On  the  other  hand,  the  executive  budget  also  includes  $9.9  million  general  fund  to  support  the  three  Shared  Leadership 
initiatives,  one  of  which  reads: 

•  Promote  and  enhance  access  to  postsecondary  education.  This  initiative  is  intended  to  lower  the  barriers  to 
postsecondary  education  in  Montana.  It  combines  strategies  of  outreach  to  younger  students  and  at-risk  students 
to  build  a  commitment  to  higher  education,  as  well  as  lowering  the  economic  barriers  through  increased  financial 
assistance  opportunities. 

For  its  part,  the  legislative  subcommittee  on  Postsecondary  Education  Budget  and  Policy  (PEPB)  has,  for  the  second 
consecutive  interim,  approved  a  set  of  policy  goals  and  accountability  measures,  one  of  which  reads: 

•  Policy  goal  is  to  promote  access  and  affordability,  as  measured  by  affordability  compared  to  other  states  and 
state  support  as  a  percent  of  personal  income  and  per  capita  income. 

A  funding  increase  to  the  primary  state  financial  need  based  student  grant  programs  (Montana  Higher  Education  Grant 
(MHEG)  and  the  Baker  Grant)  that  is  equal  to  the  projected  increase  in  student  enrollment  would  total  $27,171  over  the 
2007  biennium. 

A  funding  increase  to  MHEG  and  Baker  Grant  that  is  equal  to  the  projected  increase  in  tuition  (assuming  present  law 
adjustments  and  the  executive  pay  plan  proposal  in  HB  13)  would  total  $196,994  over  the  2007  biennium. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 

Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 

Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Personal  Services 
Operating  Expenses 
Grants 

17,462 

0 

277,667 

(17,462) 

0 

85,279 

0 
0 
0 

0 

0 

362,946 

(17,462) 

0 

85,279 

0 
0 
0 

0 

0 
362,946 

0 

0 

725,892 

Total  Costs 

$295,129 

$67,817 

$0 

$362,946 

$67,817 

$0 

$362,946 

$725,892 

Federal  Special 

295,129 

67,817 

0 

362,946 

67,817 

0 

362,946 

725,892 

Total  Funds 

$295,129 

$67,817 

$0 

$362,946 

$67,817 

$0 

$362,946 

$725,892 

Program  Description 

Improving  Teacher  Quality  is  a  federally  funded  grant  program  providing  awards  to  fund  partnerships  between  higher 
education  and  high-need  K-12  school  districts  in  order  to  provide  professional  development  and  teacher  training  that 
improves  teaching  methods  and  teaching  skills  in  the  classroom.  Starting  in  federal  fiscal  year  2002,  what  had  been  the 
Eisenhower  Mathematics  &  Science  Education  program  (for  K-12  teachers  of  math  and  science)  was  expanded  to 
include  all  academic  areas  and  the  program  was  renamed,  now  known  as  the  Improving  Teacher  Quality  program. 

Program  Highlights 


Improving  Teacher  Quality  Program 
Major  Budget  Highlights 


The  executive  proposes  to  increase  the  budget  by  the  amount  equal  to 
the  anticipated  grant  award 


Program  Narrative 

As  part  of  the  federal  No  Child  Left  Behind  program,  Improving  Teacher  Quality  targets  teacher  training  in  "high-need" 

schools,  which  are  defined  as  those  where: 

o     Not  less  than  20  percent  of  the  students  served  are  fi-om  families  with  household  income  below  the  poverty  line 
o     A  high  percentage  of  teachers  are  without  degrees  in  the  academic  areas  and/or  grade  levels  that  they  are 
teaching,  or  who  hold  less  than  standard  teacher  certification  from  OPI 

During  the  past  12  months,  15  training  programs  have  been  held  on  MUS  campuses  providing  more  than  600  hours  of 
professional  development  for  580  Montana  teachers. 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor.  Funding  is  entirely  from  federal  grant  revenue  and  there  is  no  state  match  required. 


Program  Funding  Table 
Dde  Mathematics  &  Sci  Ed 

Program  Funding 

Base           %  of  Base         Budget 
FY  2004         FY  2004         FY  2006 

%  of  Budget 
FY  2006 

Budget 

FY  2007 

%  of  Budget 
FY  2007 

03000  Federal  Spec.  Rev.  Funds 
Grand  Total 

$     295.129            100.0%     $     362.946 
$     295,129            100.0%     $     362.946 

100.0% 
100.0% 

$     362,946 
$     362,946 

100.0% 
100.0% 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

- Fis 

General 
FTE                 Fund 

cai  2006 

FTE 



General 
Fund 

Fiscal  2007 

Slate 
Special 

Federal 
Special 

Total 
Funds 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 

(17,462) 

(17.462) 

Total  Sutewide  Present  Law  Adjustments 

($17,462) 

($17,462) 

DP  22  -  Incr.  Improving  Teacher  Quality  Grants 
0.00                        0 

0 

85,279 

85,279 

0.00 

0 

0 

85,279 

85,279 

Total  Other  Present  Law  Adjustments 

0.00                      $0 

$0 

$85,279 

$85,279 

0.00 

$0 

$0 

$85,279 

$85,279 

Grand  Total  All  Present  Law  Adjustments 

$67,817 

S67.817 

DP  22  -  Incr.  Improving  Teacher  Quality  Grants  -  The  executive  budget  adds  $170,558  of  federal  funding  authority  in 
the  2007  biennium  for  anticipated  grants  to  support  programs  that  improve  K-12  teacher  quality.  This  increase  is 
intended  to  allow  the  Office  of  the  Commissioner  of  Higher  Education  to  fully  expend  the  anticipated  amount  of  this 
federal  grant  each  year  of  the  2007  biennium. 
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No  federal  award  letter  has  been  received  with  the  specific  grant  amoimt  for  the  2007  biennium,  so 
this  DP  is  based  upon  an  estimate  that  the  award  level  will  be  equal  to  the  FY  2005  grant.    The 
budgeted  present  law  adjustment,  therefore,  reflects  the  FY  2005  grant  level  minus  base  year  actual 
expenditures  for  each  year  of  the  biennium. 


During  the  base  year  FY  2004,  this  program  expended  96  percent  of  the  funds  appropriated  by  the  legislature  in  HB  2. 
Of  these  expenditures,  94  percent  was  used  to  fund  teacher-training  programs  while  6  percent  was  used  to  fund 
administrative  costs.  No  changes  to  service  delivery  or  operations  are  planned  for  this  program  in  the  2007  biennium. 


Commissioner  Of  Higher  Ed 


E-105 


Dde  Mathematics  &  Sci  Ed  Act 


Commissioner  Of  Higher  Ed 


04-Community  College  Assistance 


Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 

Proposals 

Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Local  Assistance 

6,292,234 

984,185 

0 

7,276,419 

1,346,290 

0 

7,638,524 

14,914,943 

Total  Costs 

$6,292,234 

$984,185 

$0 

$7,276,419 

$1,346,290 

$0 

$7,638,524 

$14,914,943 

General  Fund 

6,292,234 

984,185 

0 

7,276,419 

1,346,290 

0 

7,638,524 

14,914,943 

Total  Funds 

$6,292,234 

$984,185 

$0 

$7,276,419 

$1346,290 

$0 

$7,638,524 

$14,914,943 

Program  Description 

The  Community  College  Assistance  program  distributes  funds  appropriated  by  the  Legislature  to  support  Montana's 
three  community  colleges: 

•  Miles  Community  College  located  in  Miles  City 

•  Dawson  Community  College  located  in  Glendive 

•  Flathead  Valley  Community  College  with  campuses  located  in  Kalispell  and  Libby 

Each  community  college  district  has  an  elected  board  of  trustees  who  have  governance  authority  over  the  college,  but  the 
trustees  are  subject  to  the  supervision  of  the  MUS  Board  of  Regents,  as  directed  by  Title  20,  Chapter  15,  MCA. 

Program  Highlights 


Community  College  Assistance  Program 
Major  Budget  Highlights 


The  executive  recommends  an  increase  of  $2.3  million  general  fund 
based  upon  three  factors; 

•  Enrollment  growth  of  6  percent  in  FY  2006  and  1 1  percent 
in  FY  2007 

•  Maintenance  of  the  2005  biennium  cost  per  student, 
adjusted  for  statewide  present  law  adjustments  and 
projected  enrollment  growth 

•  Continuation  of  a  53  percent  factor  for  the  state  share  of 
the  cost  of  education 


The  community  college  appropriation  is  a  separate  line  item  and  is  not  part  of  the  lump  sum  appropriation  to  the 
Montana  University  System  educational  units. 
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Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor.  Community  college  assistance  is  completely  general  fund. 


Program  Funding  Table 
Community  College  Assist 

Program  Funding 

Base            %  of  Base          Budget 
FY  2004         FY  2004         FY  2006 

%  of  Budget 
FY  2006 

Budget 

FY  2007 

%  of  Budget 
FY  2007 

01000  General  Fund 
Grand  Total 

$6,292,234            100.0%     $7,276,419 
$6,292,234            100.0%     $7,276,419 

100.0% 
1 00.0% 

$7,638,524 
$7,638,524 

100.0% 
100.0% 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fiscal  2006-- 

General                Stale 

Fiscal  2007 

Federal 

Total 

General 

Stale 

Federal 

Total 

FTE                  Fund                Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  5  -  Resident  Enrollment  Growth-Community  Colleges 
0.00             984,185 

0 

0 

984,185 

0.00 

1,346,290 

0 

0 

1,346,290 

Total  Other  Present  Law  Adjustments 

0.00           $984,185 

$0 

$0 

$984,185 

0.00 

$1,346,290 

$0 

$0 

$1346,290 

Grand  Total  All  Present  Law  Adjustments 

$984,185 

SI. 346,290 

DP  5  -  Resident  Enrollment  Growth-Community  Colleges  -  The  executive  budget  aimualizes  the  state  share  of  the  pay 
plan  in  the  cost  of  education  calculation  and  updates  resident  enrollment  with  growth  projections  for  the  2007  biennium. 

Figure  4  details  community  college  enrollment  projections  for  the  2007  biennium,  translates  these  into  the  executive 
funding  level,  and  breaks  out  the  present  law  adjustments. 


Figure  4 

Community  Colleges  Present  Law  Adjustments 
Annual  Resident  Student  FTE  Enrollment 

Annual  Enrollment 
Growth  Over  Actural 

FY  2004             FY  2004 
Budgeted              Actual 

FY  2006 
Proiected 

FY  2007 
Proiecled 

FY  2006        FY  2007 

Dawson  Community  College                         419                     392 
Miles  Community  College                             518                    489 
Flathead  Valley  Comm.  Coll.                    1 ,385                 1 .604 

515 

566 

1.550 

545 

600 

1.625 

123                153 
77                111 
(54)                21 

Total  Resident  FTE                 2.322                  2,485 
Enrollment  Based  Funding 
Level                                           $6,292,234 

2.631 
$7,255,219 

2.770 
$7,638,524 

U6                285 
6%               11% 

Biennial  Audit  Cost 

$21,200 

Total  Executive  Budget 

$7,276,419 

$7,638,524 

2007  Biennium  Present  Law  Adjustments 

$984,185 

$I,346J90 
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Figure  5  shows  the  total  enrollment,  the  cost  per  student,  the  HB  2  approved  state  share  of  funding, 
and  the  actual  state  funding  per  student  FTE  for  the  community  colleges  since  FY  2000.  The 
reduction  shown  in  the  FY  2003  figures  reflects  reductions  made  in  the  August  2002  Special 
Session  that  reduced  the  state  contribution  per  student  to  $2,619.  While  the  2003  Legislature  began  with  a  calculation  of 
a  cost  of  $5,706  per  student  for  the  2005  biennium,  an  increase  of  8.3  percent  over  the  FY  2002  amount,  it  maintained 
all  August  2002  Special  Session  reductions,  and  incorporated  an  additional  reduction,  leaving  a  cost  per  student  of 
$5,042  in  FY  2004  and  $4,964  in  FY  2005,  or  a  reduction  in  FY  2005  of  5.7  percent  from  the  appropriated  FY  2002 
level.  The  legislature  maintained  a  state  contribution  rate  of  53  percent,  leaving  a  total  state  contribution  per  student  of 
$2,672  in  FY  2004  and  $2,631  in  FY  2005. 

The  2007  biennium  executive  budget  proposes  to 
maintain  the  state  share  and  the  reductions  enacted 
by  the  2003  Legislature,  adjusted  for  certain 
statewide  adjustments  such  as  pay  plan 
annualization  and  inflation,  and  for  projected 
enrollment  increases,  leaving  a  cost  per  student  of 
$5,203  and  a  state  contribution  of  $2,758. 

The  cost  per  student  used  in  the  executive  budget 
calculation  represents  an  increase  of  1.1  percent 
over  the  FY  2004  base  year  level  during  the  course 
of  the  2007  biennium.  However,  the  total  increase 
in  the  actual  cost  per  student  for  the  community 
colleges  (excluding  budget  reductions)  has  risen  an 
average  of  2.7  percent  each  year  since  the  2001 
bieimium. 

Looking  at  other  cost  indicators,  general  inflation 

increased  an  average  of  2.4  percent  per  year  according  to  the  U.S.  Consumer  Price  Index  for  inflation  and  the  Montana 

Personal  Income  index  has  increased  by  4.9  percent  per  year  during  the  period  FY  2000  to  FY  2004.  At  the  state  budget 

level,  aimualizing  legislatively  enacted  pay  plans  in  the  last  two  biennia  has  added  an  average  of  1 .6  percent  per  year  to 

costs  and  the  executive  pay  plan  proposal  for  the  2007  biennium  adds  3  percent  per  year,  excluding  additional  insurance 

costs. 

As  a  consequence,  the  cost  per  student  calculation  for  the  community  colleges  has  not  kept  up  with  minimal  indicators 
of  increased  costs. 

The  legislature  may  wish  to  consider  whether  the  executive  cost  per  student  reflects  the  actual  changes  in  the  cost  of 
education  at  the  colleges.  Each  1  percent  per  year  increase  in  the  cost  of  education,  maintaining  a  53  percent  state 
contribution  rate,  would  add  $136,891  general  fund  in  FY  2006  and  $144,123  in  FY  2007. 


Figure  5 

Community  College  Program 

State  Share  Cost  of  Education  1990-2007 

HB2 

Approved 

State  Contribution 

Projected 

Cost  per 

State  % 

to  Cost  per 

Fiscal  Year 

Enrollment 

Student  FTE 

Share  of 

Student  FTE 

2000 

2180 

$5,000 

51% 

$2,550 

2001 

2180 

5,000 

51% 

2,550 

2002 

2030 

5,267 

53% 

2,792 

2003 

2040 

5,267 

53% 

2,619    •» 

2004 

2322 

5,042    ♦ 

53%  ♦♦» 

2,672 

2005 

2369 

4,964    • 

53%  ♦•* 

2,631 

2006  Proposed 

2631 

5.203 

53% 

2,758 

2007f"roix>scd 

2770 

$5,203 

53% 

$2,758 

Annual  Growth 

3% 

1% 

N/A 

1% 

*  The  legislature  initiaily  established  cost  per 

smdentof$5,706.  but  then  reduced  the  total  budget  The  figures  above  aie           | 

an  implied  cost  per  smdenL 

••  Redudioii  reflects  2002  Special  Session  i«lnc«ion  to  the  2003  biennium  appropiiation. 

•••  Legislature  reduced  the  actual  state  %  share  from  the  slatting  point  of  53%  to  46%  in  HB  2  by  canying  forward  the 

2002  special  session  and  Govemoi's  target  reductions 
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The  figure  below  illustrates  the  proposed  executive  budget  allocations  for  each  of  the  community  colleges: 


Figure  6 
Proposed  Executive  Budget  General  Fund  Appropriation  Per  Community  College  Unit 


Fiscal  Year  2006 


Fiscal  Year  2007 


Budget  Item 


Dawson 


Projected  Resident  Student  FTE 
Total  $  per  FTE  (Cost  of  Education) 
State  %  of  Cost  of  Education 
State  $  per  FTE 

Calculated  Budget  Cost 
Plus  State  share  of  Audit" 

Total  Executive  Budget 
**  Biennial  appropriation 


Flathead 
Valley 


Miles 


TOTAL       Dawson 


515  1,550 

$5,203  $5,203 

53%  53% 

$2,758  $2,758 


566 
$5,203 

53% 
$2,758 


2,631 
$5,203 
53% 
$2,758 


545 
$5,203 

53% 
$2,758 


Flathead 
Valley 


Miles 


TOTAL 


1,625 
$5,203 
53% 
$2,758 


600 
$5,203 

53% 
$2,758 


2,770 
$5,203 
53% 
$2,758 


$1.420.159    $4.274.265    $1.560.796      $7.255.219      $1.502.887    $4.481.084    $1.654.554      $7.638.524 
6,360  8,480  6,360  21,200  0  0  0  0 

$1.426,519    $4.282.745    $1,567,156      $7,276,419      $1,502,887    $4,481.084    $1,654,554      $7.638,524 


LID 
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The  Community  College  Assistance  budget  has  historically  been  built  upon  three  formula  factors: 

•  Projected  student  enrollment 

•  The  cost  of  education  for  resident  FTE  students 

The  state  percentage  share  of  this  cost  of  education  to  be  funded  in  HB  2 


Student  enrollment  projections  are  the  responsibility  of  the  community  colleges  and  OCHE,  as  they  consider  historical 
enrollment  and  other  trends,  though  the  legislature  can  substitute  its  own  projections. 

The  cost  of  education  figure  represents  the  ratio  between  college  current  unrestricted  fimd  expenditures  and  student  FTE 
enrollment.  Each  biennium  the  cost  of  education  is  typically  adjusted  to  reflect  pay  plan  changes  in  order  that  this  figure 
remains  consistent  with  inflation  and  with  actual  cost  fluctuations. 

Finally,  the  state  percentage  share  of  this  cost  is  a  matter  of  public  policy,  with  the  legislature  making  the  decision  about 
the  portion  of  community  colleges  costs  that  state  govenunent  should  support  and  that  percentage  share  is  stated  in  the 
HB  2  appropriation. 

In  order  for  true  public  policy  to  be  determined  by  the  percent  of  funding  contribution,  the  cost  of  education  must  be 
meaningful.  The  issue  for  the  legislature  is  whether  the  cost  of  education  factor  is  a  meaningful  nimiber  that  reasonably 
reflects  actual  costs  from  which  the  public  policy  of  the  state's  obligation  can  be  gauged.  As  shown  in  the  previous 
issue,  the  cost  of  education  used  by  the  legislature  and  proposed  by  the  Governor  does  not  keep  pace  with  rudimentary 
indicators  of  changes  in  costs. 

The  legislature  may  want  to  consider  a  study  during  the  2007  interim  that  would  examine  commimity  college  costs  to 
determine  not  only  a  meaningful  cost  of  education,  but  also  a  mechanism  by  which  that  cost  of  education  can  be  kept 
current  and  meaningful  over  time. 

Option  A  -  Request  that  the  Post-secondary  Education  and  Budget  Policy  (PEPB)  sub-committee  examine  the  cost  of 
education  at  the  community  colleges  and  recommend  to  the  2007  Legislature  both  a  baseline  cost  and  a  methodology  for 
adjusting  the  cost  in  future  years. 

Option  B  -  Take  no  action. 
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According  to  statute  (20-15-311,  MCA)  Montana's  community  colleges  are  financed  from  a 
combination  of  the  following  revenue  sources:  student  tuition/fees,  a  mandatory  property  tax  mill 
levy,  an  optional  adult  education  property  tax  levy  in  the  local  district,  an  optional  voted  property 
tax  levy  in  the  local  district,  revenue  from  a  political  subdivision  that  designates  funds  to  the  college,  other  unrestricted 
revenue  such  as  investment  interest,  other  restricted  revenue  such  as  federal  grant  funds,  and  state  general  fund. 

Also  according  to  statute  (20-15-312,  MCA)  each  community  college  must  submit  an  operating  budget  to  the  MUS 
Board  of  Regents  for  review  and  approval  by  September  1  of  each  year.  The  starting  point  for  building  the  operating 
budget  is  the  general  fund  appropriation  by  the  legislatiu-e,  which  statute  requires  must  be  stated  in  terms  of  the  specific 
percentage  share  of  the  cost  of  education  that  the  legislature  agrees  to  fund  at  community  colleges  in  HB  2.  With  this 
general  fund  appropriation  as  the  foundation,  community  colleges  determine  the  remaining  formula  for  the  other 
statutory  revenue  sources  in  order  to  fund  their  complete  operating  budget. 

The  capacity  for  commimity  colleges  to  shift  funding  onto  the  mandatory  property  tax  mill  levy  or  the  adult  education 
property  tax  levy  is  strictly  limited  by  mill  rate  caps  set  by  the  legislature  as  part  of  15-10-420,  MCA.  Since  FY  1998, 
the  community  college  mill  levy  revenue  has  increased  at  a  rate  of  7  percent  per  year. 

On  the  other  hand,  the  optional  voted  mill  levy,  another  statutory  revenue  source,  is  governed  by  15-10-425,  MCA  and 
requires  that  a  majority  of  voters  in  the  local  community  college  district  approve  this  additional  mill  levy  during  a 
regular,  primary,  or  special  election.  Dawson  Community  College  has  a  $144,000  annual  voted  levy,  Miles  Community 
College  ended  their  $55,000  aimual  voted  levy  in  FY  2004  but  maintains  a  college  retirement  mill  levy  at  a  24.28  mill 
rate  in  2004,  and  Flathead  Valley  Community  College  has  no  revenue  from  a  voted  levy.  The  optional  voted  levy  is  an 
alternative  that  community  colleges  and  their  host  communities  maintain  in  order  to  fund  the  gap,  through  local  property 
taxes,  that  is  left  between  the  cost  of  educating  students  and  the  state  appropriation. 

Student  tuition  and  fee  rates  are  then  set  by  the  community  college  board  of  trustees  and  approved  by  the  Board  of 
Regents.  Since  FY  1996,  the  average  community  college  tuition  has  increased  at  a  rate  of  7  percent  per  year. 

Therefore,  the  fiscal  and  pubUc  policy  decisions  that  the  legislature  makes  regarding  the  state  appropriation  to 
community  colleges  (the  cost  of  education  factor  and  the  state  share  of  these  costs)  will  lay  the  foundation  for  the 
funding  levels  that  will  be  required  of  these  other  revenue  sources. 


Executive  Recommended  Legislation 

State  statute  requires  the  legislature  to  determine  the  budget  amount  per  full-time  student  for  the  community  colleges  and 
for  the  appropriations  act  (HB  2)  to  state  the  percent  of  budget  per  student  FTE  that  the  appropriation  is  intended  to 
represent.  The  executive  recommends  the  following  HB  2  language  to  comply  with  statute: 

"The  budget  amoimt  for  each  full-time  equivalent  student  at  the  community  colleges,  including  Summitnet,  is  $5,203 
each  year  of  the  2007  biennium,  before  pay  plan,  if  any.  The  general  fund  appropriation  in  Community  College 
Assistance  (04)  provides  53%  of  the  budget  amount  for  each  full-time  equivalent  student  each  year  of  the  2007 
biennium.  The  remaining  47%  of  the  budget  amount  for  each  full-time  equivalent  student  must  be  paid  from  fiinds  other 
than  those  appropriated  in  Community  College  Assistance  (04)." 

General  Fund  Subject  to  Reversion 

The  executive  recommends  the  following  HB  2  language  that  makes  the  community  college  appropriation,  which  is 
based  upon  student  enrollment  projections,  subject  to  reversion  if  actual  enrollment  does  not  reach  the  projected 
enrollment  figures. 
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"The  general  fund  appropriation  in  Community  College  Assistance  (04)  is  calculated  to  ftind  education  in  the  community 
colleges  for  an  estimated  2,631  resident  FTE  students  in  fiscal  year  2006  and  2,770  in  fiscal  year  2007.  If  total  resident 
FTE  student  enrollment  in  the  community  colleges  is  greater  than  the  estimated  number  for  the  biermium,  the  community 
colleges  shall  serve  the  additional  students  without  a  state  general  fund  contribution.  If  actual  resident  FTE  student 
enrollment  is  less  than  the  estimated  numbers  for  the  biennium,  the  commissioner  of  higher  education  shall  revert  $2,758 
in  general  fund  money  to  the  state  for  each  estimated  FTE  student  who  did  not  enroll." 

Summitnet  Costs  Allocation 

The  executive  recommends  the  following  HB  2  language  to  define  the  costs  of  connecting  the  community  colleges  to  the 
state  computer  network  system. 

"Total  Summitnet  costs  are  estimated  to  be  $25,000  each  year  for  the  community  colleges.  Summitnet  costs  for  each  year 
may  not  exceed  $8,000  each  for  Dawson  and  Miles  community  colleges  and  $9,000  for  Flathead  Valley  community 
college." 

Audit  Costs  Allocation 

The  executive  recommends  the  following  HB  2  language  to  provide  for  audit  costs  in  the  2007  biennium. 

"Total  audit  costs  are  estimated  to  be  $40,000  for  the  community  colleges  for  the  biennium.  The  general  fimd 
appropriation  for  each  community  college  provides  53%  of  the  total  audit  costs  in  the  2007  biennium.  The  remaining 
47%  of  these  costs  must  be  paid  from  fimds  other  than  those  appropriated  in  item  (Community  College  Audit).  Audit 
costs  for  the  biennium  may  not  exceed  $12,500  each  for  Dawson  and  Miles  community  colleges  and  $15,000  for 
Flathead  Valley  community  college." 
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Program  Description 

The  Board  of  Regents  provides  faculty  and  staff  with  group  benefits  through  the  Montana  University  System  (MUS) 
Group  Insurance  Program,  which  includes  a  Flexible  Spending  Account  option.  The  commissioner  is  authorized  by 
Board  of  Regents'  policy  to  administer  the  program  as  a  self-insured,  group  insurance  plan.  All  university  system 
employees,  retirees,  and  eligible  dependents  are  offered  medical,  dental,  vision,  and  group  life  insurance,  as  well  as  long- 
term  disability  and  long-term  care  benefits. 

Starting  in  FY  2004,  the  Office  of  the  Commissioner  of  Higher  Education  (OCHE)  launched  a  self-funded  workers 
compensation  program  that  provides  coverage  for  the  entire  MUS,  covering  all  employees  of  all  units  and  programs. 
The  self-fiinded  program  was  established  with  a  $2  million  reserve  that  was  raised  through  a  revenue  bond  with  a  five- 
year  payoff  schedule  that  is  built  into  the  premiums  charged  to  each  employer  unit. 

Funding 

The  group  health  and  flexible  spending  program  is  an  enterprise  fimd  in  which  the  funding  sources  include: 

•  Employer-paid  contribution  toward  insurance  premiums 

•  Employee-paid  contribution  toward  insurance  premiums 

•  Employee  payments  to  flexible  spending  accounts 

•  Interest  earnings  of  the  program  fiind 

The  group  health  and  flexible  spending  program  is  an  enterprise  fund  in  which  the  funding  sources  include: 

•  Employer-paid  contribution  toward  insurance  premiums 

•  Employee-paid  contribution  toward  insurance  premiums 

•  Employee  payments  to  flexible  spending  accounts 

•  Interest  earnings  of  the  program  fund 

The  self-funded  workers  compensation  program  is  an  enterprise  fund  in  which  the  funding  sources  include: 

•  Employer-paid  premiums 

•  Interest  earnings  of  the  program  reserve  fund 

Funding  for  all  the  MUS  Group  Insurance  Programs  is  approved,  together  with  the  program  rates,  as  part  of  HB  576 

Program  Expenditures 

Expenditures  for  the  health  and  flexible  spending  program  include  administration  of  the  program  (3.65  FTE)  and 
insurance  claims  payments.  Program  administration  expenditures  (personal  services  and  operations)  are  projected  to 
increase  by  2  percent  from  FY  2004  to  FY  2006  and  by  a  further  0  percent  in  FY  2007.  Insurance  claims  payments  are 
projected  to  increase  by  37  percent  fi-om  FY  2004  to  FY  2006  and  by  a  further  14  percent  in  FY  2007.  Overall  program 
expenditures  in  all  areas  are  projected  to  increase  at  an  annual  rate  of  15  percent  from  the  2005  to  the  2007  biemiium 
budget. 


The  executive  budget  projects  a  15  percent  annual  growth  rate  in  the  MUS  Group  Insurance  program, 
primarily  based  upon  double-digit  increases  in  health  care  and  medical  benefits  &  claims  payments. 
Increases  at  this  rate  are  in  line  with  health  care  cost  trends  and  surveys  that  forecast  per  capita  claims 
costs  for  health  plans. 


LFD 
COMMENT 


Expenditures  for  the  workers  compensation  program  include  operating  expenses,  claims  payments,  and  debt  service  to 
pay  off  the  outstanding  bond.  Overall  expenditure  costs  are  budgeted  to  increase  at  an  annual  rate  of  1 1  percent  from  FY 
2004  through  the  2007  biennium. 
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As  a  new  program  with  only  one  year  of  operational  experience,  the  executive  budget  is  based  upon  the 
claims  and  experience  history  under  the  previous  workers  compensation  provider  for  the  MUS,  with 
claims  payments  and  reserves  budget  based  upon  an  actuarial  analysis. 


Proprietary  Rate  Explanation 

Proprietary  Rates  Explanation 

The  legislature  has  defined  the  rates  and  fees  for  the  MUS  employee  group  health  and  flexible  spending  benefits  program 
to  mean  the  state  contribution  and  the  employee  contribution  toward  employee  group  benefits  that  is  necessary  to 
maintain  the  benefit  plan  on  an  actuarially  sound  basis.  Starting  in  calendar  year  2005,  the  annual  state  contribution 
available  per  employee  is  $5,520,  while  the  average  insurance  premium  for  an  individual  MUS  employee  is  $5,481, 
depending  upon  the  various  plan  options  selected.  Insurance  premiums  for  MUS  employees  with  spouse  and  children 
average  $7,581  annually,  again  depending  upon  the  various  plans  and  options  offered.  This  amount  is  $2,061  more  per 
year  than  the  state  contribution. 

Employee  premiums  depend  on  the  plan  selected  and  whether  the  contributor  is  a  current  employee,  an  employee 
dependent,  or  a  retiree.  Payments  to  a  flexible  spending  account  are  at  the  discretion  of  the  employee,  subject  to  a  $10 
monthly  minimum  for  those  who  choose  to  enroll. 

The  following  table  illustrates  the  revenue  and  expenditure  history  for  the  MUS  Group  Insurance  Program  for  the  past 
three  fiscal  years  together  with  budgeted  figures  for  the  next  three  fiscal  years.  The  projected  number  of  employees  and 
retirees  who  will  participate  in  the  MUS  Group  Insurance  Program  during  the  2007  biennium  is  7,916.  The  revenue 
totals  assume  funding  by  the  legislature  of  the  benefits  component  of  the  executive  pay  plan  proposal,  which  is  effective 
on  July  1  for  the  MUS  rather  than  January  1  for  the  state  plan. 
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2007  Biennium  Report  on  Internal  Service  and  Enterprise  Funds  2007 

Budgeted 
FY07 

Fund                 Fund  Name               Agency  # 

6008  MUS  Group  Insurance          5102 

Program 

6009  MUS  Flexible  Spending          5102 

Account 

Agency  Name 
Commissioner  of  Higher 

Ed 
Commissioner  of  Higher 

Ed 

Program  Name 
MUS  Group  Insurance 
MUS  Group  Insurance 

Actual 
FY02 

Actual 
FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

Operating  Revenues: 

Fee  revenue 

Revenue  from  Fee  A 

Revenue  from  Fee  B 

Revenue  from  Fee  C 

Revenue  from  Fee  D 

Revenue  from  Fee  E 

Revenue  from  Fee  F 

Net  Fee  Revenue 
Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operating  Revenues 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 
Other  Operating  Expenses 
Total  Operating  Expenses 

Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 
Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 
Operating  Transfers  In  (Note  13) 
Operating  Transfers  Out  (Note  13) 
Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 
Net  Assets-  June  30 

- 

- 

- 

- 

- 

234,544 

4,227 

36,343.887 

235.944 

144.236 

41,585.196 
214,036 

136.845 

45.456,807 
406.424 

150,000 
50,890,422 

57.756,220 

65,576,451 

36,818,602 

149,992 
37,168,881 

41,943.468 

163,385 
38,812,936 

46,000,076 

156,542 
42,707,676 

51,040,422 

156,190 
50.884.232 

57,756,220 

175,818 
57,580,402 

65,576,451 

175.441 
65.401.010 

37,318,873 
(500,271) 

38.976,321 
2,%7,147 

42,864,218 
3,135,858 

51.040,422 

57,756,220 

65,576.451 

(500.271) 

2,967.147 

3.135.858 

- 

- 

- 

(500.271) 
5.630,678 

5,630,678 

2.967,147 
5.130,407 

5.130,407 

3.135.858 
8,097,554 

8,097,554 

11.233.412 
11.233,412 

11.233.412 
11,233,412 

11.233.412 
11.233.412 

5,130.407 

8,097,554 

11,233,412 

11,233,412 

11,233,412 

11,233,412 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 

6,219,812 

6.496.054 

7,144,036 

8.506.737 

9,626.037 

10,929.409 

The  MUS  Group  Insurance  Program  historically  maintains  a  60-day  operating  expense  reserve  that  is 
used  to  pay  medical  claims  and  benefits.  At  the  end  of  FY  2004  this  reserve  fimd  balance  reached  a  94- 
day  reserve  balance.  The  2007  biermium  executive  budget  projects  that  the  ending  fund  balance  at  the 
close  of  FY  2007  will  be  at  62  days,  returning  the  program  to  its  historic  reserve  level. 


COMMKNT 


The  operational  philosophy  of  the  MUS  Group  Insurance  Program  is  that  this  is  a  "pay  as  you  go"  program  that  does  not 
incur  fixture  funding  liability.  Therefore,  the  reserve  fiind  balance  is  budgeted  on  the  basis  of  historical  claims  payment 
data  rather  than  on  an  actuarial  basis. 


The  rates  and  fees  for  the  workers  compensation  program  are  defined  as  those  premiums  charged  to  the  employer  units 
of  the  Montana  University  System  that  are  necessary  to  fimd  the  operations  and  the  claims  payment  obligations.  For  FY 
2006  the  total  premium  fees  are  $3.2  million  and  in  FY  2007  the  total  premium  fees  are  $3.5  million.  This  amount 
represents  an  increase  of  32  percent  fi-om  FY  2004  to  FY  2006  and  another  10  percent  in  FY  2007. 
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2007  Biennium  Report  on  Internal  Service  and  Enterprise  Funds  2007 

Budgeted 
FY07 

Fund                Fund  Name               Agency  #          Agency  Name 
06082       MUS  Self  Funded  Wks        51020           Commissioner  of 
Compensation                                   Higher  Education 

Program  Name 

MUS  Self  Funded  Workerss 

Compensation 

Actual 
FY02 

Actual 
FY03 

Actual 
FY04 

Budgeted 
FY05 

Budgeted 
FY06 

Operating  Revenues: 

Fee  revenue 
Revenue  from  Premiums 

Net  Fee  Revenue 

- 

2,424.455 

2.424.455 

31.953 

2,920,000 

2.920,000 

35,000 

3.230.000 

3.230.000 

90,000 

3.540.000 

3.540.000 

1 1 1 .000 

Investment  Earnings 
Securities  Lending  Income 
Premiums 
Other  Operalinq  Revenues 

- 

Total  Operating  Revenue 

Operating  Expenses: 

Personal  Services 

Other  Operating  Expenses 

Claims 

Debt  Service 

- 

2.456.408 

315.132 

2,174,000 

54,186 

2,543.318 

(86.910) 

2.955.000 

1.466.660 

1.047.000 

441.340 

2.955.000 

3,320,000 

431,500 
2.534.000 

445,280 
3,410,780 

(90.780) 

3.651,000 

437.500 
2,584.000 

443,800 
3,465,300 

185,700 

Total  Operating  Expenses 
Operating  Income  (Loss) 

Nonoperating  Revenues  (Expenses): 

Gain  (Loss)  Sale  of  Fixed  Assets 
Federal  Indirect  Cost  Recoveries 
Other  Nonoperating  Revenues  (Expenses) 

- 

Net  Nonoperating  Revenues  (Expenses) 

Income  (Loss)  Before  Operating  Transfers 

Contributed  Capital 

Operating  Transfers  In  (Note  13) 

Operating  Transfers  Out  (Note  1 3) 

- 

(86,910) 

- 

(90,780) 

185.700 

Change  in  net  assets 

Total  Net  Assets-  July  1  -  As  Restated 
Prior  Period  Adjustments 
Cumulative  effect  of  account  change 
Total  Net  Assets  -  July  1  -  As  Restated 

- 

(86.910) 

- 

(90.780) 

185.700 

Net  Assets 

-  June  30 

- 

(86,910) 

- 

(90,780) 

185,700 

60  days  of  expenses 

(Total  Operating  Expenses  divided  by  6) 

- 

423.886 

492.500 

568.463 

577.550 

LFI) 

commi:m 


The  reserve  fund  balance  for  the  Self-funded  Workers  Compensation  Program  is  based  upon  an 
actuarial  analysis  and  projections  rather  than  the  60  days  operating  expenses  model.  As  a  new 
program,  the  reserve  balance  is  currently  based  upon  the  $2  million  revenue  bond.   The  business  plan 

for  the  program,  however,  budgets  for  a  five-year  payoff  of  this  bond  after  which  the  program  revenues  over  expenses 

are  anticipated  to  fially  fiond  the  actuarial  reserves. 

During  the  first  year  of  operations  there  was  one  larger  than  anticipated  claim.    The  subsequent  fiscal  year  premiums 
reflect  that  claim  payment. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding.': 


Program  Proposed  Budget 
Budget  Item 

Base 
Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

20.45 

0.00 

0.50 

20.95 

0.00 

0.50 

20.95 

20.95 

Personal  Services 
Operating  Expenses 
Grants 
Transfers 

889,445 

413,419 

(326,090) 

547,201 

(34,199) 

105,456 

1,580,766 

0 

28,800 
0 
0 
0 

884,046 

518,875 

1,254,676 

547,201 

(34,204) 

106,308 

1,580,663 

0 

28,813 
0 
0 
0 

884,054 

519,727 

1,254,573 

547,201 

1,768,100 
1,038,602 
2,509,249 
1,094,402 

Total  Costs 

$1323,975 

$1,652,023 

$28300 

$3,204,798 

$1,652,767 

$28,813 

$3^05,555 

$6,410353 

General  Fund 
Federal  Special 

81,595 
1,442,380 

18,166 
1,633,857 

0 
28,800 

99,761 
3,105,037 

18,936 
1,633,831 

0 
28,813 

100,531 
3,105,024 

200,292 
6,210,061 

Total  Funds 

$14i23,97S 

$1,652,023 

$28,800 

$3,204,798 

$1,652,767 

$28,813 

$3,205,555 

$6,4I0J53 

Program  Description 

Talent  Search  is  primarily  a  federally  fiuided  program  intended  to  decrease  the  dropout  rate  of  low-income  and  at-risk 
students  at  the  secondary  school  level,  and  to  increase  their  enrollment  in  post-secondary  education.  Talent  Search  has 
three  components  providing  services  to  the  target  populations: 

•  Gaining  Early  Awareness  &  Readiness  for  Undergraduate  Programs  (GEAR-UP)  is  an  early  intervention  and 
scholarship  program  that  provides  mentoring,  counseling  and  outreach  to  build  academic  success  that  will  lead  to 
post-secondary  education  enrollment  and  achievement 

•  Montana  Educational  Talent  Search  (METS)  creates  a  long-term  academic  contract  with  middle  school  students 
that  subsequently  provides  academic  support,  skills  building  and  counseling  to  encourage  the  planning, 
preparation  and  pursuit  of  a  post-secondary  education 

•  American  Indian/Minority  Achievement  works  with  the  campuses  of  the  MUS  to  recruit,  enroll  and  graduate 
American  Indian  and  other  minority  students  with  a  post-secondary  education 

Program  Highlights 


Talent  Search  Program 
Major  Budget  Highlights 


The  executive  budget  includes  an  increase  of  $3.3  million  of  federal 
authority  for  the  2007  biennium  in  anticipation  of  grants  for  the 
following: 

•  $3 .2  million  for  the  GEAR-UP  program 

•  $0.18  million  for  the  METS  program 

The  executive  budget  includes  an  additional  $57,613  of  federal 
authority  for  the  2007  biennium  for  an  additional  0.50  FTE  in  the 
GEAR  UP  program. 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor. 
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Program  Funding  Table 
Talent  Search 

Program  Funding 

Base           %  of  Base         Budget 
FY  2004         FY  2004         FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

01000  General  Fund 
03000  Federal  Spec.  Rev.  Funds 
Grand  Total 

$      81,595               5.4%     $      99,761 

1.442.380             94.6%       3.105.037 

$1,523,975           100.0%     $3,204,798 

3.1% 

96,9% 

100.0% 

$     100,531 

3.105.024 

$3,205,555 

3.1% 

96.9% 

100.0% 

General  fund  is  used  in  this  program  solely  to  support  the  American  Indian/Minority  Achievement  program,  which  is 
funded  100  percent  from  this  source.  The  METS  (Talent  Search)  program  is  funded  100  percent  from  federal  funds  and 
there  is  no  match  requirement.  GEAR-UP  is  funded  by  a  federal  grant  that  requires  a  50  percent  non-federal  fund  match, 
which  is  provided  through  allowable  in-kind  services. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fiscal  2007    - 

General 
FTE                   Fund 

State 

Special 

Federal 

Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 

Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Denation 
Fixed  Costs 

1,434 

(35,633) 

(346) 

12,462 

1,432 

(35,636) 

(332) 

18,849 

Total  Statewide  Present  Law  Adjustments 

($22,083) 

($15,687) 

DP  23  -  Increase  Federal  Talent  Search  Grant  Funds 
0.00                       0 

DP  24  -  Increase  Federal  GEAR-UP  Grant  Funds 
0.00                       0 

0 
0 

93,340 
1,580,766 

93,340 
1,580,766 

0.00 
0.00 

0 
0 

0 
0 

87,791 
1,580,663 

87.791 
1,580,663 

Total  Other  Present  Law  Adjustments 

0.00                     $0 

SO 

$1,674,106 

$1,674,106 

0.00 

$0 

$0 

$1,668,454 

S1,668,4S4 

Grand  Total  All  Present  Law  Adjustments 

$1,652,023 

$1,652,767 

DP  23  -  Increase  Federal  Talent  Search  Grant  Funds  -  The  executive  budget  adds  $181,131  federal  authority  in  the  2007 
bieimium  to  allow  the  Office  of  the  Commissioner  of  Higher  Education  (OCHE)  to  fully  expend  the  anticipated  amount 
of  this  grant  each  year  of  the  2007  biennium. 


LFI) 
COMMKNT 


Since  OCHE  has  not  received  a  federal  award  letter  for  the  Talent  Search  grant  for  the  2007 
biennium,  the  present  law  budget  is  based  upon  an  assumption  of  funding  at  the  FY  2005  amount. 
Therefore,  DP  23  reflects  the  difference  between  FY  2004  base  year  grant  expenditures  and  the  FY 


2005  actual  award. 


DP  24  -  Increase  Federal  GEAR-UP  Grant  Funds  -  The  executive  budget  adds  $3,161,429  federal  authority  in  the  2007 
biennium  to  allow  the  Office  of  the  Commissioner  of  Higher  Education  to  fully  expend  the  anticipated  amount  of  this 
grant  each  year  of  the  2007  biennium. 
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LID 
COMMKNT 


The  federal  GEAR-UP  grant  has  a  five-year  award  cycle  that  expired  in  2004.  However,  Montana 
received  a  one-year  extension  through  August  2005.  A  competitive  process  for  a  subsequent  five- 
year  award  will  occur  in  early  2005.    The  present  law  budget  for  GEAR-UP  is  based  upon  an 

assumption  of  funding  at  the  FY  2005  amount.  Therefore,  DP  24  reflects  the  difference  between  2004  base  year  grant 

expenditures  and  the  FY  2005  actual  award. 


New  Proposals 


New  Proposals 

Fiscal  2006   

General               State 
Program                h  1  b                  Fund                Special 

~Fi«ral  7007 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  20  -  Add  0.5  FTE  Accountant  for  GEAR-UP  Grant 

06              0.50                        0                        0 

Total              0.50                     $0                     $0 

28,800 
$28,800 

28,800 

$28,800 

0.50 
0.50 

0 

$0 

0 

$0 

28.813 

$28,813 

28,813 

$28,813 

DP  20  -  Add  0.5  FTE  Accountant  for  GEAR-UP  Grant  -  The  executive  budget  adds  0.50  FTE  to  be  fiinded  from  the 
federal  GEAR-UP  grant  for  an  accountant  to  assist  with  program  financial  management.  This  0.50  FTE  position,  which 
is  currently  filled,  is  the  second  half  of  a  1 .00  FTE  position  that  has  been  funded  fi-om  two  federal  grants  (Carl  Perkins 
and  GEAR-UP)  for  at  least  three  years.  This  0.50  FTE  position  is  requested  in  order  to  present  the  budget  accurately. 


COMMKNT 


While  OCHE  has  not  requested  this  position  in  previous  biennia,  it  has  filled  the  position  during  the 
interim  using  funding  from  two  different  grants  in  two  different  programs.  Any  positions  created 
through  this  process,  called  "modified"  positions,  are  not  included  in  the  base  budget  presented  to 

the  legislature.    The  executive  is  requesting  that  the  position  be  made  a  permanent,  budgeted  position  in  the  Talent 

Search  Program.  Funding  is  fi-om  the  GEAR-UP  grant. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budge! 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

ExeC-  Budget 
Fiscal  2007 

Exec.  Budget 

Fiscal  06-07 

FIE 

5.00 

0.00 

0.00 

5,00 

0.00 

0.00 

5.00 

5.00 

Personal  Services 
Operating  Expenses 
Grants 
Transfers 

243,674 

101,552 

2,259,705 

3,540,126 

25,000 

537 

79,621 

0 

0 

0 

0 
0 

268,674 

102,089 

2,339,326 

3,540,126 

24,457 

2,913 

(44,518) 

0 

0 

0 
0 
0 

268,131 

104,465 

2,215,187 

3,540,126 

536,805 

206,554 

4.554,513 

7,080,252 

Total  Costs 

$6,145,057 

$105,158 

$0 

$6,250,215 

($17,148) 

$0 

$6,127,909 

$12,378,124 

General  Fund 
Federal  Special 

90,094 
6,054,963 

320 
104,838 

0 
0 

90,414 
6,159,801 

3,014 
(20,162) 

0 
0 

93,108 
6,034,801 

183,522 
12,194,602 

Total  Funds 

$6,145,057 

$105,158 

$0 

$6,250,215 

($17,148) 

$0 

$6,127,909 

$12378,124 

Program  Description 

The  federal  Carl  D.  Perkins  Vocational  and  Applied  Technology  Education  Act  provides  ftjnds  to  support  vocational 
education  (career  training  and  technical  education)  at  the  secondary  and  post  secondary  levels.  The  Board  of  Regents  is 
the  state  agency  that  administers  these  funds.  Section  20-7-329  MCA  provides  that  the  Board  of  Regents  contract  with 
the  Superintendent  of  Public  Instruction  to  administer  and  supervise  the  K-12  vocational  education  programs,  while  the 
Office  of  the  Commissioner  of  Higher  Education  (OCHE)  provides  administrative  support  for  vocational  programs  at  the 
postsecondary  education  level. 

Thus,  OCHE  coordinates  these  primarily  federally  fianded  vocational  education  efforts  through  two  grant  programs: 

•  Carl  Perkins  formula  and  competitive  grants,  which  fund  equipment,  faculty  and  other  support  directly  to 
vocational  education  programs  in  two-year  postsecondary  institutions 

•  Tech  Prep  Grants,  which  are  allocated  across  five  regions  in  Montana  to  support  planning,  collaboration  and 
integration  of  the  vocational  education  infi"astructiire  and  curricula  at  the  secondary  and  postsecondary 
institutions  in  each  region 

Program  Highlights 


Workforce  Development  Program 
Major  Budget  Highlights 


The  executive  budget  requests  additional  federal  authority  in  order  to 
carry  over  an  incentive  grant  award  to  the  2007  biennium  and  fully 
expend  the  anticipated  grant 


Funding 

The  following  table  shows  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by  the 
Governor.  This  program  is  funded  primarily  from  federal  revenue,  but  the  Cari  Perkins  grant  requires  a  genera!  fund 
match  of  the  administrative  costs.  The  general  fund  in  this  program  table  reflects  that  required  match  only. 
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Program  Fxinding  Table 
Work  Force  Development  P 


Program  Funding 


Base 
FY  2004 


%  of  Base 
FY  2004 


Budget 
FY  2006 


%  of  Budget 
FY  2006 


Budget 
FY  2007 


%  of  Budget 
FY  2007 


01000  General  Fund 
03000  Federal  Spec.  Rev.  Funds 
Grand  Total 


$      90,094 

6,054,963 

$6,145,057 


1.5% 

98.5% 

100.0% 


$      90,414 

6,159,801 

$6,250,215 


1 .4% 

98.6% 

100.0% 


$      93,108 

6,034,801 

$6,127,909 


1.5% 

98.5% 

100.0% 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Fiscal  2006- 

General               State 
FTE                  Fund                Special 



Federal 
Special 

Total 
Funds 

Fkral  ^()C^ 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

36,195 

(11.195) 

(104) 

641 

35,628 

(11,171) 

(101) 

3,014 

Total  Statewide  Present  Law  Adjustments 

$25,537 

$27,370 

DP  25  -  Increase  Federal  Carl  Perkins  Grant  Funds 
0.00                       0 

0 

79,621 

79,621 

0.00 

0 

0 

(44,518) 

(44,518) 

Total  Other  Present  Law  Adjustments 

0.00                     $0 

SO 

$79,621 

$79,621 

0.00 

SO 

$0 

($44,518) 

($44,518) 

Grand  Total  All  Present  Law  Adjustments 

$105,158 

($17,148) 

LFD 
COMMENT 


During  the  FY  2004  base  year,  OCHE  made  a  $15,000  program  transfer  from  the  Regents'  Priorities  in 
Program  09  to  increase  personal  services  in  the  Workforce  Development  Program.  The  expenditures 
associated  with  this  transfer  do  not  appear  in  the  base.  Therefore,  this  change  to  the  operating  plan  has 

inflated  the  personal  services  present  law  adjustments  above  what  would  be  required  solely  to  annualize  the  pay  plan 

changes  from  the  2005  biennium. 


DP  25  -  hicrease  Federal  Carl  Perkins  Grant  Funds  -  The  executive  budget  increases  federal  authority  in  the  2007 
biennium  to  allow  OCHE  to  fully  expend  the  anticipated  amount  of  this  grant,  which  includes  an  incentive  grant  awarded 
during  the  2005  biennium. 


LFD 
COM M KM 


The  federal  Carl  Perkins  program  (which  includes  the  Tech  Prep  Grant)  expired  at  the  end  of  FY 
2004  and  has  not  been  reauthorized  by  the  United  States  Congress,  nor  is  reauthorization  expected 
soon.  However,  Montana  received  a  one-year  extension  to  the  program  at  the  FY  2005  award  level 

and  expects  to  receive  a  subsequent  two-year  extension,  also  at  the  FY  2005  award  level,  in  lieu  of  immediate 

reauthorization. 

Therefore,  the  present  law  adjustment  in  DP  25  reflects  an  appropriation  at  the  FY  2005  award  level.  This  adjustment 
requires  a  smaller  funding  increase  in  FY  2006,  due  to  the  incentive  grant  awarded  in  the  2005  biennium,  and  a 
reduction  in  FY  2007,  to  adjust  for  additional  expenditures  that  were  carried  over  to  the  base  from  the  prior  year.  The 
actual  amount  of  the  grant  is  budgeted  to  be  $6.2  million  in  FY  2006  and  $6.0  million  in  FY  2007. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

loial 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

E.xec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 
Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Operating  Expenses 
Transfers 

43,983 
137,255,170 

0 

4,274,677 

0 
4,613,066 

43,983 
146,142.913 

0 

4.004.886 

0 
4,650,462 

43,983 
145,910,518 

87,966 
292,053,431 

Total  Costs 

$137,299,153 

$4,274,677 

$4,613,066 

$146,186,896 

$4,004,886 

$4,650,462 

$145,954,501 

$292,141397 

General  Fund 
State/Other  Special 

124,198.153 
13.101.000 

3,064,676 
1,210.001 

4.613,066 
0 

131.875.895 
14,311,001 

2.500.886 
1.504.000 

4,650.462 
0 

131,349,501 
14,605.000 

263,225,396 
28,916,001 

Total  Funds 

$137,299,153 

$4,274,677 

$4,613,066 

$146,186,896 

$4,004,886 

$4,650,462 

$145,954,501 

$292,141397 

Program  Description 

The  Appropriation  Distribution  Program  in  the  Office  of  the  Commissioner  of  Higher  Education  (OCHE)  is  the  conduit 
through  which  state  fimds  flow  to:  1 )  the  university  system  educational  units,  the  colleges  of  technology,  and  other 
campus  related  appropriations;  and  2)  the  research/public  service  agencies. 

The  program  budget  is  organized  in  this  section  in  the  order  listed  below.  Present  law  and  new  proposal  adjustments 
together  with  explanations  will  be  included  with  the  following  subprograms: 

•  Educational  Units  (Montana  State  University  campuses  and  University  of  Montana  campuses) 

•  Agricultural  Experimental  Station  (AES) 

•  Extension  Services  (ES) 

•  Forestry  and  Conservation  Experiment  Station  (FCES) 

•  Montana  Bureau  of  Mines  and  Geology  (Bureau) 

•  Fire  Services  Training  School  (FSTS) 

Program  Highlights 


Appropriation  Distribution  Program 
Major  Budget  Highlights 


Executive  budget  includes  a  $5  million  general  fund  one-time-only 
(OTO)  expenditure  to  fund  equipment  purchases  for  two-year  degree 
programs  at  both  the  university  educational  units  and  the  community 
colleges 

Executive  budget  includes  $4.3  million  general  fimd  to  support  Shared 
Leadership  for  a  Stronger  Montana  Economy  initiative  projects 
Statewide  present  law  adjustments  at  the  university  educational  units 
are  funded  based  upon  resident  student  enrollment  rather  than  the  state 
share  of  university  costs,  almost  doubling  the  expenditure  level  for 
these  adjustments 

The  marginal  cost  per  student  calculation  that  is  used  to  determine 
funding  for  resident  student  enrollment  growth  is  carried  forward  from 
the  2005  biennium  budget,  rather  than  updated  with  base  year  factors 
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Program  Narrative 

In  recent  months,  a  primary  focus  of  the  Board  of  Regents  in  relation  to  the  university  educational  units  has  been  the  role 
that  postsecondary  education  plays  in  the  Montana  economy  and  how  the  university  system  can  become  a  driver  of 
economic  growth  and  development.  This  effort  culminated  in  Shared  Leadership  for  a  Stronger  Montana  Economy,  a 
project  the  Board  of  Regents  developed  together  with  the  Governor's  Office  for  Economic  Opportunity,  which  included 
ideas  and  input  from  the  Post  Secondary  Education  Policy  and  Budget  (PEPB)  subcommittee.  The  Shared  Leadership 
project,  therefore,  is  the  major  driver  of  the  2007  biennium  executive  budget  growth  for  the  university  educational  units. 


LID 
COMMENT 


While  the  Shared  Leadership  project  documents  originated  from  a  brainstorming  session  that  included 
staff  from  the  Legislative  Services  Division,  the  Legislative  Fiscal  Division,  the  Governor's  Office  for 
Economic  Opportunity,  and  the  Commissioner  of  Higher  Education,  the  primary  drivers  for  this 
yearlong  project  have  been  the  Commissioner  and  the  Governor's  office.  Though  this  brainstorming  session  was 
requested  by  PEPB  members,  the  Regent  members  of  PEPB  had  originally  charted  economic  development  as  a  major 
direction  for  the  Board  of  Regents  at  their  September  2003  meeting. 

The  brainstorming  session  resulted  in  a  draft  document  that  outlined  ideas  on  how  the  university  system  can  add  value  to 
economic  development  efforts  in  Montana.  These  original  ideas  were  circulated  to  legislative  leaders,  including 
Legislative  Council  and  the  Economic  Affairs  Interim  Committee,  as  well  as  to  higher  education  leaders  and  others  in 
Montana.  By  May,  the  Shared  Leadership  project  identified  the  following  six  initiative  areas: 

•  Increase  technology  transfer  and  research  commercialization 

•  Promote  better  collaboration  between  the  university  system  and  local,  state,  and  tribal  governments  in  Montana 

•  Improve  and  expand  worker  training 

•  Improve  access  to  2-year  and  4-year  higher  education 

•  Use  university  resources  to  generate  direct  economic  growth  in  Montana 

•  Expand  enfrepreneurship  and  small  business  development 

The  project  work  plan  then  moved  ahead  to  include  15  community-based  meetings  held  across  Montana  that  were 
facilitated  jointly  by  the  Commissioner  and  the  Governor's  economic  development  staff  These  meetings  were  held  to 
generate  discussion  about  the  early  drafts  of  the  project  initiatives  and  to  identify  additional  ideas  from  the  unique 
perspectives  across  the  state. 

At  their  July  meeting,  the  PEPB  prioritized  the  six  project  initiatives  and  recommended  that  the  lead  staff  members,  the 
Commissioner  and  the  Governor's  economic  development  staff,  focus  on  three  of  those  initiatives,  which  have  become 
the  core  of  the  Shared  Leadership  initiatives  driving  the  executive  budget. 

For  more  detail  on  these  initiatives,  see  the  LFD  Comments  that  follow. 


Figure  7  illustrates  the  Shared  Leadership  funding  initiatives  in  the  executive  budget: 
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Figure  7 

Shared  Leadership  for  a  Stronger 

Montana  Economy 

Executive  Budget  Funding  Proposal 

Shared  Leadership  Project 

State 

Proposed 

Funding  hiitiative  Area 

OTO 

General  Fund 

Fund  Match 

Workforce  Development 

Two-Year  Education  Develop  Common  Curriculum 

Yes 

$1,200,000 

$400,000 

MT  Tech  Economic  Development  Resource  Center 

Yes 

100,000 

200,000 

Workforce  System  Data  Collection  and  Management 

Yes 

280,000 

0 

Increase  Supply  of  Health  Care  Workers 

Yes 

1,000,000 

250,000 

Subtotal 

$2,580,000 

$850,000 

Distance  Learning  Education 

$1,000,000 

$250,000 

Agriculture,  Natural  Resource  and  Rural  Dev. 

Extension  Cropping  Specialist  (ES) 

No 

$65,600 

$16,400 

Livestock  Specialist  (ES) 

No 

131,200 

32,800 

Fire  Service  Trainer  (FSTS) 

No 

153,035 

38,259 

Integrated  Weed  Management/Biotechnology  (AES) 

No 

319,933 

159,967 

Tech.  Assist,  to  Small  Oil  and  Gas  Operators  (Bureau) 

No 

146,880 

36,720 

Coal/Coal  bed-methane  Technology  Program  (Bureau) 

No 

146,880 

36,720 

Subtotal 

$963,528 

$320,865 

OuU-each/lncrease  Services 

Business  and  Economic  Development  Outreach  (OCHE) 

Yes 

$360,000 

$0 

Total 

$4,903,528 

$1,420,866 

Source:  Executive  Budget  2007  Biennium  (Page  E-3) 

UD 
ISSUE 


In  addition  to  the  above  table  that  illustrates  $4.9  million  general  fund  expenditures  in  the  2007  biennium 
dedicated  to  Shared  Leadership  initiatives,  the  $5.0  million  biennial  expenditure  to  purchase  equipment  for  2- 
year  postsecondary  education  degree  programs  (see  DP  78  under  New  Proposals  below)  is  also  clearly  linked 

to  Shared  Leadership,  for  a  total  of  $9.9  million  general  fund  that  the  executive  budget  proposes  to  dedicate  to  this 

project. 

The  Shared  Leadership  Project  identifies  three  priority  initiatives  and  recommends  implementation  by  the  Commissioner 
of  Higher  Education  together  with  the  Governor's  Office  of  Economic  Development.  Those  three  initiatives  are  specific 
to  the  role  that  higher  education  can  play  to  strengthen  the  Montana  economy  including: 

•  Workforce  Training  and  Education.  This  initiative  focuses  on  four  actions: 

•  Strategic  direction  and  overall  system  coordination  (business,   industry,  government  and  the 
university  involved) 

•  Standardize  two-year  college  programs  in  high  demand  occupation  areas 

•  Create  a  career  pathways  system 

•  Develop  better  workforce  system  data  management 

•  Promote  and  Enhance  Access  to  Postsecondary  Education.  This  initiative  is  intended  to  lower  the  barriers  to 
postsecondary  education  in  Montana.  It  combines  strategies  of  outreach  to  younger  students  (middle  school 
level)  and  at-risk  students  to  build  a  commitment  to  higher  education  upon  graduation,  as  well  as  lowering  the 
economic  barriers  through  increased  fmancial  assistance  opportimities. 

•  Distance  Learning.  This  initiative  involves  coordinating  on-line  delivery  of  education  across  all  units  of  the 
Montana  University  System.  A  primary  goal  is  to  increase  access  to  higher  education  for  rural  students,  non- 
traditional  students,  and  workers  seeking  job  training  course  work. 
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It  has  become  apparent  through  the  Shared  Leadership  project  initiatives  and  through  Board  of  Regent 
discussions  that  there  is,  to  some  extent,  a  paradigm  shift  going  on  within  the  university  system.  Specifically 
that  the  Regents  and  Commissioner  of  Higher  Education  are  positioning  the  university  system  as  an 

economic  growth  driver,  rather  than  a  cost  driver,  so  that  state  government  will  come  to  view  higher 

education  ilinding  as  an  economic  investment  rather  than  simply  an  expenditure  cost  center. 


LID 

ISSUK 

CONT. 


While  the  Shared  Leadership  project  has  made  considerable  progress  and  demonstrated  a  clear  ability  to  generate 
creative  thinking  and  identify  problem-solving  ideas  (discussions  have  been  held  across  Montana  with  leaders  from  a 
number  of  disciplines  and  economic  sectors),  the  project,  at  this  early  stage,  still  lacks  clear  measurable  outcome  goals 
and  objectives.  Until  these  outcome  goals  and  performance  measures  for  each  initiative  are  clear,  fiscal  oversight  and 
accountability  will  be  a  challenge,  though  not  impossible.  For  example,  the  executive  budget  indicates  its  intention  that 
state  funding  will  be  matched  to  some  degree  by  an  "investment  from  other  partners."  The  executive  budget,  however, 
does  not  build  in  any  clear  mechanism  to  monitor  the  match  requirement  nor  to  identify  a  source  for  the  match  funding. 

Therefore,  given  the  level  of  general  fund  at  stake  ($9.9  million),  the  apparent  paradigm  shifl  by  the  university  system 
that  is  involved  here,  that  this  project  is  so  new  that  it  has  not  yet  articulated  measurable  outcome  goals,  and  the  variables 
such  as  the  funding  match  involved,  the  legislature  may  wish  to  ensure  that  there  is  a  clear  accountabihty  and  fiscal 
oversight  mechanism  biult  into  the  budget  for  the  Shared  Leadership  project. 

So  should  the  legislature  decide  to  approve  the  Shared  Leadership  expenditures,  the  legislature  may  want  to  consider  the 
following  complementary  actions  (these  options  are  not  mutually  exclusive): 

•  Option  A  -  Approve  all  Shared  Leadership  expenditures  as  one-time-only  (OTO)  so  that  these  expenditures  and 
the  programs  do  not  become  part  of  the  budget  base  in  the  next  biennium,  but  rather  would  have  to  be  requested 
as  new  proposals,  thus  allowing  maximum  fiscal  review  and  oversight  of  the  Shared  Leadership  project  by  the 
2007  legislature  through  the  budget  process 

•  Option  B  -  Include  in  HB  2  language  a  recommendation  that  the  Legislative  Finance  Committee  (LFC)  monitor 
the  Shared  Leadership  project,  with  a  focus  on  the  programs  that  would  develop  from  the  2007  biennium 
expenditures,  and  prepare  a  report  for  the  2007  Legislature  that  evaluates  the  progress,  the  economic  impact,  the 
fimding  match,  the  fiscal  value,  and  articulates  performance  outcome  goals  of  the  Shared  Leadership  expenditure 
programs 

•  Option  C  -  Request  that  the  Post  Secondary  Education  Policy  and  Budget  Sub-committee  apply  the 
accountability  measures  that  were  adopted  in  July  2004  to  evaluate  the  impact  that  Shared  Leadership  makes  on 
these  quality  measures  for  the  university  system 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  in 
the  executive  budget. 


Program  Funding  Table 
Appropriation  Distribution 

Program  Funding 

Base 
FY  2004 

%  of  Base            Budget 
FY  2004             FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

01000  General  Fund 
02000  State/Other  Special  Rev.  Funds 
Grand  Total 

$    124,198,153 

13.101.000 

$    137,299.153 

90.5%    $     131,875,895 

9.5%             14.311.001 

100.0%     $     146,186,896 

90.2% 

9.8% 

100.0% 

$131,349,501 

14,605.000 

$145,954,501 

90.0% 

10.0% 

100.0% 

While  funding  for  this  program  is  primarily  general  fund,  state  special  revenue  from  the  6-mill  property  tax  levy  fiinds 
the  university  educational  units,  Resource  Indemnity  Trust  funds  (RIT)  support  groundwater  research  programs  at  the 
Montana  Bureau  of  Mines,  and  a  state  revenue  surcharge  from  motorcycle  licenses  supports  motorcycle  safety  programs 
at  the  MSU-Northem  campus  in  Havre. 
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budget  funds  each  component  of  the  appropriation  distribution  program, 
ucational  units,  the  research/public  service  agencies,  and  a  number  of  hne- 


Figure  8  demonstrates  how  the  executive  budget  fimds  each  component  of  the  appropriatioi 
including  each  campus  of  the  university  educational  units,  the  research/public  service  agencies 
item  program  initiatives. 


Figure  8 

Appropriation  Distribution  Program  (09)  --  2007  Biennium  Executive  Budget 

Proposal 

State  Share 

New 

Executive 

Stale  Share 

New 

Executive 

2.007.00 

FY  2004 

Present  Law 

Proposals 

Budget 

Present  Law 

Proposals 

Budget 

Biennium 

Educational  Units 

Base  Year 

FY  2006 

FY  2006 

FY  2006 

FY  2007 

FY  2007 

FY  2007 

Total 

UM  -  MUsoula 

$37,818,253 

$37,818,253 

$37,818,253 

$75,636,506 

MSU  -  Bozcman 

40,399.419 

40,399.419 

40.399.419 

80.798,838 

UM  -  MT  Tech 

8,967J1I 

8,967.311 

8.967  Jll 

17,934,622 

MSU  -  Billings 

14.306.972 

14306,972 

14.306.972 

28.613.944 

MSU  •  Nonheni 

6.763.838 

6,763.838 

6,763,838 

13,527,676 

UM  -  Western 

4,136.087 

4,136,087 

4.136,087 

8,272,174 

Great  Falls  COT 

3.398.184 

3.398.184 

3.398.184 

6.796,368 

Helena  COT 

2.263.794 

2.263.794 

2.263.794 

4.527,588 

Resident  Enrollment  Growth 

98.176 

98.176 

607,936 

607.936 

706,112 

Equalize  Base  Expenditures  (SB  407) 

(2.750.000) 

(2.750.000) 

(2,750.000) 

(2.750.000) 

(5,500,000) 

Statewide  Present  Law  Adjustments 

5.691.703 

5.691.703 

4.687.092 

4.687.092 

10.378.795 

All  Other  Present  Law  Adjustments 

462,446 

462.446 

662.916 

662.916 

1.125.352 

Family  Practice  Residency 

319.366 

319,366 

319J66 

638,732 

Dental  Hygiene  Program 

235.000 

235.000 

235.000 

470,000 

Motorcycle  Safety  Program 

200.000 

60.000 

260.000 

60,000 

260.000 

520,000 

MUS  Marieluig  Initiative 

43.983 

43,983 

43.983 

87.966 

Distance  Learning 

500,000 

500.000 

500.000 

500.000 

1,000.000 

2-Year  Program  Curriculum 

600,000 

600.000 

600.000 

600,000 

1.200,000 

MT  Economic  Dev.  Center 

50,000 

50.000 

50.000 

50.000 

100,000 

Increase  Health  Workers 

500,000 

500.000 

500.000 

500.000 

1,000,000 

2- Year  Program  Equipment 

2.500.000 

2.500,000 

2.500,000 

2.500.000 

5,000,000 

Subtotal 

$118,852,207 

$3,562,325 

$4,150,000 

$126,564,532 

$3,267,944 

$4,150,000 

$126,270,151 

$252,834,683 

Research/Public  Service  Agencies 

Ag  Experiment  Station 

$10,079,958 

$231,207 

$159,966 

$10,471,131 

$241,163 

$159,967 

$10,481,088 

$20,952,219 

Extension  Services 

4,481,715 

325.788 

65.600 

4.873.103 

348,933 

131,200 

4,961.848 

9.834.951 

Forestry  Conservation  ES 

925,839 

45.485 

971.324 

42,892 

968,731 

1,940.055 

Bureau  of  Mmes 

2.247.899 

39.392 

144.000 

2,43  U91 

35,479 

149,760 

2,433,138 

4.864.429 

Firs  Service  Trainmg  School 

511.535 

70.480 

93.500 

675,515 

68,475 

59.535 

639,545 

1.315.060 

AES  Biobased  Instimte 

200.000 

200,000 

200.000 

400.000 

Subtotal 

$18,446,946 

$712,352 

$463,066 

$19,622,364 

$736,942 

$500,462 

$19,684,350 

$39,306,714 

Grand  Total  ProKram  09                             $137,299,153 
Source   SAHBRS  data  for  Base  Year  Expendinircs  and  the  Executive 

$4,274,677           $4,613,066 
2007  Biennium  Budget 

146,186,896 

$4,004,886 

$4,650,462 

$145,954,501 

$292,141,397 

Six-Mill  Property  Tax  Levy 

The  executive  budget  projects  that  the  six-mill  levy  revenue  account  will  grow  from  S24.6  million  in  the  2005  biennium 
to  $27.1  million  in  the  2007  biennium.  The  executive  budget  has  funded  the  adjusted  base  for  the  2007  biennium  with 
the  $2.5  six-mill  levy  revenue  increase  and  used  this  state  special  revenue  to  decrease  general  fund  in  the  base  by  a  like 
amount.  This  property  tax  levy  is  authorized  at  15-10-107,  MCA,  and  20-25-423,  MCA. 
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The  statewide  property  tax  levy  for  higher  education  was  first  approved  in  1 920  and  has  been  approved 
by  a  statewide  voter  referendimi  vote  every  ten  years  since  that  time.  In  1948  the  referendum  set  the 
levy  at  the  six-mill  rate,  where  it  has  remained  through  the  most  recent  statewide  vote,  November  1998. 
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Neither  the  statutory  authority  nor  the  1998  referendum  authority  is  definitive  on  the  question  of 
whether  it  is  the  intent  of  the  six-mill  levy  to  serve  as  a  substitute  for  general  fund,  thereby  using  six- 
mill  revenue  increases  to  supplant  base  year  general  fund  levels  as  the  executive  budget  proposes,  or 
whether  the  six-mill  revenue  is  intended  to  serve  as  an  increase  (or  decrease)  that  is  not  applied  against 
the  general  fund  base  level. 


1.1  I) 

COM M KM 

CONI. 


Without  definitive  statutory  or  referendum  direction,  it  remains  within  the  policy  purview  of  the  legislature  to  decide 
whether  the  projected  six-mill  revenue  increase  in  the  2007  biennium  budget  should  be  used  as  a  substitute  for  general 
fund,  or  whether  this  revenue  increase  should  be  budgeted  over  and  above  the  general  fund  base  level. 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

"*"" 

^^^ 

Fiscal  2006- 

Genei^l               State 

-iscal  2007- 
State 

Federal 

Total 

General 

Federal 

Total 

FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  40  -  Statewide  -  Educational  Units 

0.00          5,691,703 
DP  41  -  Base  Year  Equalization  Adjustment  -  SB  407 

0 

0 

5,691,703 

0.00 

4,687,092 

0 

0 

4,687,092 

0.00        (2,750,000) 
DP  42  -  Increase  in  O&M  for  New  Space 

0 

0 

(2,750,000) 

0.00 

(2,750,000) 

0 

0 

(2,750,000) 

0.00               86,097 
DP  43  -  Increased  IT  License  and  Maintenance 

0 

0 

86,097 

0.00 

115,641 

0 

0 

115,641 

0.00              108,977 
DP  44  -  Resident  Enrollment  Growth  -MUS 

0 

0 

108,977 

0.00 

189.235 

0 

0 

189,235 

0.00               98,176 
DP  45  -  Water,  Sewer,  Elevator  and  Small  Misc. 

0 

0 

98,176 

0.00 

607,936 

0 

0 

607,936 

0.00              198,917 
DP  46  -  Statewide  -  Bureau  of  Mines 

0 

0 

198,917 

0.00 

263,854 

0 

0 

263,854 

0.00               29,392 
DP  49  -  Off  Campus  Rental  Increases-Ed  Units 

0 

0 

29,392 

0.00 

25,479 

0 

0 

25,479 

0.00               68,455 
DP  6 1  -  Statewide  -  Extension  Services 

0 

0 

68,455 

0.00 

94,186 

0 

0 

94,186 

0.00              195,626 
DP  62  -  Statewide  -Agricultural  Expericment  Station 

0 

0 

195,626 

0.00 

207,785 

0 

0 

207,785 

0.00              192,788 
DP  63  -  Statewide  -Forestry  Cons.  Experiment  Station 

0 

0 

192,788 

0.00 

183,933 

0 

0 

183,933 

0.00               45,485 
DP  64  -  Statewide  -  Fires  Services  Training  School 

0 

0 

45,485 

0.00 

42,892 

0 

0 

42,892 

0.00              45,389 
DP  66  -  Increased  Overhead  Costs  for  Campus  Support 

0 

0 

45,389 

0.00 

43,311 

0 

0 

43,311 

0.00              92,970 
DP  68  -  New  Space  -  FSTS 

0 

0 

92,970 

0.00 

122,112 

0 

0 

122,112 

0.00               24,256 
DP  82  -  ES-  Payroll  Benefits  and  Insurance  Adjustment 

0 

0 

24,256 

0.00 

24,984 

0 

0 

24,984 

0.00               86,446 
DP  98  -  Motorcycle  Safety  Training  Adjust  to  Rev.  Est. 

0 

0 

86,446 

0.00 

86,446 

0 

0 

86,446 

0.00                       0 

60,000 

0 

60,000 

0.00 

0 

60,000 

0 

60,000 

Total  Other  Present  Law  Adjustments 

0.00        $4,214,677 

$60,000 

$0 

$4,274,677 

0.00 

$3,944,886 

$60,000 

$0 

$4,004,886 

Grand  Total  All  Present  Law  Adjustments 

$4,274,677 

$4,004,886 
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New  Proposals 


New  Proposals 

Fiscal  2006- 

-Fiscal  2007 
State 

1  t^^ai  ^\j\/\j 

General                State 

Federal 

Total 

General 

Federal 

Total 

Program                FTE                  Fund                Specia 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

DP  8  -  Extension  Cropping  Specialist 

09               0.00                        0 

0 

0 

0 

0.00 

65.600 

0 

0 

65.600 

DP  16  -  Livestock  Specialist 

09              0.00               65,600 

0 

0 

65,600 

0.00 

65.600 

0 

0 

65,600 

DP  51  •  Distant  Learning  Initiative  -OTO 

09               0.00              500,000 

0 

0 

500,000 

0.00 

500.000 

0 

0 

500,000 

DP  60  -  2-Yr  Education-Develop  Coinmon  Curriculum 

09               0.00              600,000 

0 

0 

600,000 

0.00 

600.000 

0 

0 

600.000 

DP  6 1  -  MT  Tech  Economic  Development  Resource  Center  - 

OTO 

09               0.00                50,000 

0 

0 

50,000 

0.00 

50.000 

0 

0 

50,000 

DP  63  -  Increase  Supply  of  Health  Care  Workers  -  OTO 

09              0.00              500,000 

0 

0 

500,000 

0.00 

500.000 

0 

0 

500,000 

DP  66  -  FSTS  Plan-Add  One  Trainer 

09              0.00                93,500 

0 

0 

93.500 

0.00 

59.535 

0 

0 

59,535 

DP  67  -  Integrated  Weed  Mgml  &  Biotechnology 

09               0.00              159,966 

0 

0 

159,966 

0.00 

159,967 

0 

0 

159,967 

DP  68  -  Technical  Assistance  to  Small  Oil  &  Gas  Operators 

09               0.00                72,000 

0 

0 

72,000 

0.00 

74,880 

0 

0 

74,880 

DP  69  -  Coal  and  Coalbed-Methane  Technology  Program 

09               0.00                72,000 

0 

0 

72,000 

0.00 

74.880 

0 

0 

74,880 

DP  78  -  Equipment  -  2  Year  Programs  -  OTO 

09               0.00           2,500,000 

0 

0 

2,500,000 

0.00 

2,500,000 

0 

0 

2,500,000 

Total               0.00         $4,613,066 

$0 

$0 

$4,613,066 

0.00 

$4,650,462 

$0 

$0 

$4,650,462 
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Sub-Program  Details 
EDUCATIONAL  UNITS  -SP  01 

Sub-Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub- Program  Proposed  Budget 


Budget  Item 


dg 


Base  PL  Base  New  Total  PL  Base  New  Total  Total 

Budget  Adjustment  Proposals         Exec.  Budget       Adjustment  Proposals         Exec.  Budget        Exec.  Budget 

Fiscal  2004         Fiscal  2006         Fiscal  2006         Fiscal  2006         Fiscal  2007         Fiscal  2007         Fiscal  2007  Fiscal  06-07 


Transfers 
Total  Costs 

General  Fund 
State/Other  Special 
Total  Funds 


118,053,858  3,502,325  4,150,000  125,706,183  3,207,944  4,150,000  125,411,802  251,117,985 

$118,053,858  $3,502325  $4,150,000  $125,706,183  $3,207,944  $4,150,000  $125,411,802  $251,117,985 

105,818,858  2,352,324  4,150,000  112,321,182  1,763,944  4,150,000  111,732,802  224,053,984 

12,235,000  1,150,001  0  13,385,001  1,444,000  0  13,679,000  27,064,001 

$  1 1 8.053,858  $3302,325  $4,150,000  $125,706,183  $3,207,944  $4,150,000  $125,411,802  $251,117,985 


Sub-Program  Description 

Sub-program  01  includes  the  state  appropriation  for  the  university  educational  units  and  the  colleges  of  technology 
(Montana  State  University  campuses  and  University  of  Montana  campuses). 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

""~ 

Fiscal  2006- 

General             State 



Federal 

Total 



Fiscal  2007- 

General             State 

Federal 

Total 

FTE                   Fund                  Special 

Special 

Funds                FTE 

Fund 

Special 

Special 

Funds 

DP  40  -  Statewide  -  Educational  Units 

0.00          5,691,703 

0 

0 

5,691,703 

0.00 

4,687,092 

0 

0 

4,687,092 

DP  41  -  Base  Year  Equalization  Adjustment  -  SB  407 

0.00        (2,750,000) 

0 

0 

(2,750,000) 

0.00 

(2,750,000) 

0 

0 

(2,750,000) 

DP  42  -  Increase  in  O&M  for  New  Space 

0.00              86,097 

0 

0 

86,097 

0.00 

115,641 

0 

0 

115,641 

DP  43  -  Increased  IT  License  and  Maintenance 

0.00             108,977 

0 

0 

108,977 

0.00 

189,235 

0 

0 

189,235 

DP  44  -  Resident  Enrollment  Growth  ~MUS 

0.00              98,176 

0 

0 

98,176 

0.00 

607,936 

0 

0 

607,936 

DP  45  -  Water,  Sewer,  Elevator  and  Small  Misc. 

0.00              198,917 

0 

0 

198,917 

0.00 

263,854 

0 

0 

263,854 

DP  49  -  Off  Campus  Rental  Increases-Ed  Units 

0.00              68,455 

0 

0 

68,455 

0.00 

94,186 

0 

0 

94,186 

Total  Other  Present  Law  Adjustments 

0.00      $3302325 

so 

$0 

$3302325 

0.00 

$3,207,944 

so 

so 

$3,207,944 

Grand  Total  All  Present  Law  Adjustments 

$3302325 

$3,207,944 

DP  40  -  Statewide  -  Educational    Units  -  The  executive  budget  applies  statewide  present  law  adjustments  for  the 
educational  units  in  the  2007  biennium,  funding  the  state  share  of  these  adjustments  at  $10.4  million  general  fund. 
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The  executive  2007  biennium  budget  uses  a  new  formula  to  calculate  the  state  share  of  both  the 
statewide  and  other  present  law  adjustments  for  the  university  educational  units. 


The  statewide  present  law  adjustments  are  determined  through  a  calculation  of  global  factors  that  include  fixed  costs, 
inflation/deflation  rates,  funding  of  personal  services  to  capture  annualization  of  2005  biennium  increases  and  full 
funding  of  positions,  as  well  as  vacancy  savings  rates.  After  these  global  factors  are  defined  and  approved  by  the 
legislature,  they  are  allocated  to  each  agency  based  upon  agency  usage  of  each  expenditure  factor. 

For  the  university  educational  units,  however,  there  is  an  additional  calculation  necessary  to  assign  the  total  expenditure 
level  for  statewide  present  law  adjustments.  Specifically,  the  legislature  determines  what  percentage  share  of  these  costs 
state  government  will  pay,  as  opposed  to  the  percentage  share  that  the  university  educational  units  will  fund  with  other 
revenue  sources,  including  tuition. 

This  percentage  share  is  then  applied  against  both  the  statewide  and  other  present  law  adjustments  to  determine  the  state 
funding  level  of  these  expenditures. 

In  the  past,  the  state  share  calculation  has  been  the  ratio  between  state  funding  revenue  versus  other  current  unrestricted 
revenue  in  the  university  operating  budget.  In  the  FY  2004  base  year  that  ratio  is  43  percent,  so  that  following  past 
practice  the  2007  biennium  state  share  calculation  for  statewide  and  other  present  law  adjustments  would  be  that  same  43 
percent.  This  reflects  past  policy  that  the  state  should  fund  university  unit  expenditures  at  the  same  ratio  that  state 
funding  revenue  comprises  total  unrestricted  revenue  (it  is  the  current  unrestricted  fund  that  serves  as  the  formula  base 
because  this  is  the  fund  account  that  supports  actual  education  costs,  as  opposed  to  research  costs,  housing,  food  service 
costs,  and  other  non-education  costs  that  are  part  of  the  university  units). 

The  2007  biennium  executive  budget,  however,  uses  a  different  formula  to  determine  the  state  share  calculation  that  is 
applied  to  determine  the  fianding  level  for  present  law  adjustments.  This  formula  change  reflects  a  change  in  policy, 
which  the  executive  budget  states  is  intended  to  help  minimize  tuition  rate  increases. 

These  adjustments  reflect  the  fixed  costs  of  operating  the  university  units  so  that  these  expenses  are  independent  of 
student  enrollment  fluctuations.  Thus,  the  fixed  cost  increases  in  the  current  unrestricted  fund  must  be  funded  by  either 
state  appropriation  or  other  revenue  sources,  which  is  primarily  student  tuition.  So  this  change  in  executive  policy, 
intended  as  a  means  to  minimize  tuition  increases,  shifts  more  responsibility  for  fixed  cost  increases  to  state  funding. 

The  new  executive  calculation,  therefore,  is  a  ratio  between  Montana  resident  students  versus  non-resident  students  at  the 
university  educational  units.  This  state  share  funding  calculation  essentially  supports  that  portion  of  statewide  and  other 
present  law  adjustments  that  apply  specifically  to  support  Montana  resident  students.  For  the  2007  biennium  that  ratio  is 
approximately  80  percent,  derived  from  the  actual  FY  2004  enrollment  at  the  imiversity  educational  units,  whereby  some 
80  percent  of  total  enrollment  is  Montana  resident  students. 

Therefore,  DP  40  funds  approximately  80  percent  of  the  university  educational  units'  costs  of  statewide  present  law 
adjustments  allocated  to  the  current  unrestricted  fund  in  the  2007  bieimium.  This  shifts  policy  to  one  where  state  fimding 
is  allocated  specifically  to  support  Montana  resident  student  costs  at  the  university  educational  units.  This  policy  shift 
and  formula  change  has  the  following  fiscal  impact  in  the  executive  budget: 

•  DP  40  at  80  percent  formula  =  $10.4  million  (executive  budget  formula) 

•  DP  40  at  43  percent  formula  =  $5.6  million  (historical  budget  formula) 

•     Total  =  $4.8  million  increase 

As  a  context,  each  1  percent  increase  in  tuition  in  FY  2006  would  be  equal  to  $1 .49  million  of  revenue. 
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DP  41  -   Base  Year  Equalization  Adjustment  -  SB  407  -  -  In  this  adjustment  to  base  year  expenditures,  the  executive 
budget  reduces  general  fund  by  a  total  of  $2.75  million  each  year  of  the  2007  biennium. 
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HB  2  in  the  2005  biennium  included  a  biennial  appropriation  of  $5.5  million  general  fond  to  the 
university  units  from  the  revenue  derived  from  SB  407  (the  limited  sales  tax  legislation).  These  fonds 
were  not  designated  as  a  one-time-only  (OTO)  appropriation. 


As  a  biennial  appropriation,  the  university  units  have  the  authority  to  expend  these  fonds  in  either  fiscal  year  of  the 
biennium.  Since  the  $5.5  million  was  part  of  the  lump-sum  appropriation,  however,  there  is  no  certainty  when,  during 
which  fiscal  year,  the  funds  were  spent.  Therefore,  the  total  appropriation  of  $5.5  million  is  annualized  over  the 
biennium,  leaving  half  this  amount  ($2.75  million)  that  must  be  removed  from  the  base  in  order  to  make  this  adjustment. 


DP  42  -  Increase  in  O&M  for  New  Space  -  The  executive  budget  adds  $202,000  general  fund  in  the  2007  biennium  to 
fond  the  state  share  calculation  of  increased  operations  and  maintenance  costs  for  new  space  coming  online  at  MSU 
Northern  (an  applied  technology  center  classroom/lab  building)  and  at  UM-Missoula  (chemistry  building  renovations). 
These  new  facilities  were  approved  by  the  legislature. 

DP  43  -  Increased  IT  License  and  Maintenance  -  The  executive  budget  adds  $298,000  general  fund  in  the  2007  biennium 
to  fond  the  state  share  calculation  of  increased  information  technology  licenses  and  maintenance  costs  at  MSU-Bozeman, 
UM-Missoula,  MSU-  Billings,  Montana  Tech,  UM-Westem,  and  the  Helena  College  of  Technology. 


In  both  DP  42  and  DP  43,  the  executive  budget  uses  the  new  state  share  calculation  formula  that  is  the 
ratio  of  Montana  resident  students  versus  non-resident  students.  Thus,  in  each  of  these  adjustments,  the 
state  share  of  the  present  law  adjustment  costs  is  approximately  80  percent.    Under  the  historic  state 
share  calculation  formula  the  state  share  cost  would  be  43  percent. 


LFD 
COMMENT 


This  policy  shift  and  formula  change  has  the  following  fiscal  impact  in  the  executive  budget: 

•  DP  42  and  DP  43  at  80  percent  formula  =  $.50  million  (executive  budget  formula) 

•  DP  42  and  DP  43  at  43  percent  formula  =  $.27  million  (historical  budget  formula) 

•     Total  =  $.23  million  increase 


DP  44  -  Resident  Enrollment  Growth  -MUS  -  The  executive  budget  increases  general  fund  by  $706,000  in  the  2007 
biennium  to  support  projected  resident  enrollment  growth  at  the  university  education  units.  Figure  9  illustrates  the 
enrollment  projections  and  subsequent  fonding  allocation: 


Figure  9 
University  Education  Units  -  Present  Law  Adjustment  (DP44) 

Growth  From  2004  Budgeted 

FY  2004      FY  2006      FY  2007 
Budgeted     Projected     Projected 

FY  2006          FY  2007 

Resident  FTE  Students            26,866         26,918         27,188 
Enrollment  Growth  State  Funding 

((a>  $1,888  per  student) 

52                    322 
$98,176            $607,936 
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The  executive  budget  carries  forward  the  marginal  cost  per  student  calculation  that  was  used  to 
determine  the  funding  level  for  resident  student  enrollment  growth  in  the  2005  biennium  (though  this 
formula  was  never  implemented,  as  budget  reductions  eliminated  the  adjustments  for  resident 
enrollment  growth  in  the  2005  biennium  budget).  The  executive  budget  proposes  no  change  to  this  formula  calculation 
for  the  2007  biennium,  and  uses  this  to  allocate  $1,888  general  fund  per  resident  FTE  student  reflected  in  enrollment 
growth  projections. 

The  marginal  cost  per  student  formula  essentially  combines  the  actual  expenditures  of  the  university  units  for  instruction 
and  for  student  services,  then  divides  this  expenditure  total  by  the  number  of  FTE  students.  The  result  is  a  number 
intended  to  reflect  the  average  cost  to  educate  each  additional  student.  The  average  tuition  level  is  then  removed  from 
this  cost  of  education  calculation,  since  students  fund  this  portion  of  costs.  This  leaves  the  unfunded  expenditure  level 
for  educating  students  that  has  historically  been  funded  by  the  state  appropriation,  the  so-called  marginal  cost  per 
resident  FTE  student. 

A  mathematical  anomaly  of  this  formula,  however,  is  that  each  time  tuition  rates  or  enrollment  levels  increase  during  a 
base  year,  these  increases  drive  the  subsequent  marginal  cost  per  student  calculation  down  in  the  next  biennium.  During 
the  2005  biennium,  the  Board  of  Regents  approved  significant  tuition  increases,  averaging  1 1  percent,  while  enrollment 
increased  3.4  percent.  As  a  result,  the  marginal  cost  per  student  calculation  starting  from  the  actual  FY  2004  base  would 
result  in  a  general  fund  allocation  of  $1,599  per  resident  student,  a  decrease  of  fifteen  percent.  The  cost  for  instruction 
and  student  services,  on  the  other  hand,  increases  by  6.4  percent  during  the  2005  biennium. 

Therefore,  the  executive  budget  carries  forward  the  2005  marginal  cost  per  student  calculation  and  fiinds  resident  student 
enrollment  increases  at  the  $1,888  per  resident  student  level,  rather  than  at  $1,599  per  student  that  is  derived  from  the 
actual  FY  2004  base.  The  executive  narrative  expresses  concern  about  decreasing  the  state  funding  level  per  resident 
student  to  this  lower  level  (concern  about  the  impact  on  tuition)  in  order  to  justify  this  budget  policy  decision. 

The  executive  budget  then  applies  this  marginal  cost  per  student  calculation  against  projected  enrollment  increases  to 
determine  the  funding  level.  Enrollment  growth  projections  for  the  2007  biennium  are  dramatically  lower  than  previous 
biennia,  as  FY  2006  resident  growth  is  projected  at  52  FTE  and  FY  2007  resident  growth  is  projected  at  322  FTE  (see 
table  above  for  specific  projections). 

This  policy  decision  and  marginal  cost  per  student  calculation  difference  has  the  following  fiscal  impact  in  the  executive 
budget: 

•  Resident  Student  Enrollment  Growth  Adjustment  at  $1 ,888  per  student  =  $706,000 

•  Resident  Student  Enrollment  Growth  Adjustment  at  $1 ,599  per  student  =  $598,000 

•     Total  =  $  1 08,000  increase 


DP  45  -  Water.  Sewer.  Elevator  and  Small  Misc.  -  The  executive  budget  adds  $463,000  general  fund  to  the  2007 
biennium  budget  as  an  adjustment  to  increase  the  state  share  for  reported  water,  sewer,  and  other  small  miscellaneous 
items  reported  by  the  educational  units. 

DP  49  -  Off  Campus  Rental  Increases-Ed  Units  -  The  executive  budget  adds  $163,000  general  fund  in  the  2007  biennium 
for  the  state  share  of  increased  off  campus  rental  costs  at  MSU-Bozeman  and  the  Helena  College  of  Technology. 
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In  both  DP  45  and  DP  49,  the  executive  budget  uses  the  new  state  share  calculation  formula  that  is  the 
ratio  of  Montana  resident  students  versus  non-resident  students.  Thus,  in  each  of  these  adjustments,  the 
state  share  of  the  present  law  adjustment  costs  is  approximately  80  percent.   Under  the  historic  state 
share  calculation  formula  the  state  share  cost  would  be  43  percent. 


LFl) 
COMMENT 


This  policy  shift  and  formula  change  has  the  following  fiscal  impact  in  the  executive  budget: 

•  DP  45  and  DP  49  at  80  percent  formula  =  $.63  million  (executive  budget  formula) 

•  DP  45  and  DP  49  at  43  percent  formula  =  $.34  million  (historical  budget  formula) 

•      Total  =  $.29  million  increase 


New  Proposals 


New  Proposals 

Fiscal  2006 Fiscal  2007- 


Sub  General  State  Federal  Total  General  Stale  Federal  Total 

Program  FTE  Fund  Special  Special  Funds  FTE  Fund  Special  Special  Funds 


DP  51  -  Distant  Learning  Initiative  -OTO 

01  0.00  500,000  0  0  500,000  0.00  500,000  0  0  500,000 

DP  60  -  2-Yr  Education-Develop  Common  Curriculum 

01  0.00  600,000  0  0  600,000  0.00  600,000  0  0  600,000 

DP  61  -  MT  Tech  Economic  Development  Resource  Center  -OTO 

01  0.00  50,000  0  0  50,000  0.00  50,000  0  0  50,000 

DP  63  -  Increase  Supply  of  Health  Care  Workers  -  OTO 

01  0.00  500,000  0  0  500,000  0.00  500,000  0  0  500,000 

DP  78  -  Equipment  -  2  Year  Programs  -  OTO 

01  0.00  2,500,000  0  0  2,500,000  0.00  2,500,000  0  0  2,500,000 

Total  0.00         $4,150,000 $0 $0         $4,150,000 0.00        $4,150,000 $0 $0        $4.150,000 


DP  51  -  Shared  Leadership  Distance  Learning  Initiative  -OTO  -  The  executive  budget  adds  $1  million  general  fund  in 
the  2007  biennium  to  support  the  development  and  implementation  of  a  statewide  distance  learning  plan  across  the 
university  system  and  partnering  with  education  providers  at  all  levels.  The  executive  budget  intends  that  this  proposal 
will  be  matched  by  $250,000  from  funding  identified  by  the  Board  of  Regents.  This  proposal  is  a  one-time-only  (OTO), 
biennial  appropriation. 


LFD 
ISSUE 


Presently  there  is  no  centralized  program  in  post-secondary  education  in  Montana  for  the  delivery  of  distance 
learning  education,  in  particular  for  building  distance  learning  course  work  into  a  degree.  There  is  no 
common  approach  among  the  providers,  creating  obstacles  for  students  in  the  areas  of  course  quality, 
affordability,  and  the  transfer  of  courses  fi-om  muhiple  institutions  toward  a  degree  at  one  of  Montana's  higher  education 
schools.  In  other  words,  without  a  centralized  program  it  is  difficult  for  a  student  to  work  towards  a  post-secondary 
degree  by  blending  the  distance  learning  course  work  that  is  offered  across  the  Montana  University  System. 

The  intention  is  that  this  initiative  would  create  a  seamless  distance  learning  delivery  plan  that  addresses: 

•  Complete  cost  analysis 

•  Organizational  design 

•  Technology  selection 

•  Faculty  development  and  training 

•  Standardization  of  courses 

•  Implementation  of  recommendations 

The  legislature  may  want  to  provide  for  a  method  of  articulating  shared  goals  and  accountability  of  expenditures  and 
outcomes  of  this  project. 

For  discussion  of  the  Shared  Leadership  project  initiatives,  see  the  LFD  Comment  and  LFD  Issue  under  the  Program 
Highlights  section  above.  For  discussion  of  the  non-state  match  requirement  of  the  Shared  Leadership  DP's,  see  the 
LFD  Issue  below,  under  sub-program  01 
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DP  60  -  Shared  Leadership  2-Yr  Education-Develop  Common  Curriculum  -  The  executive  budget  adds  SI. 2  million 
general  fund  in  the  2007  biennium  primarily  to  support  the  development  of  a  common  2-year  college  curriculum  and 
instruction  program  for  the  Associate  of  Applied  Science  degrees  across  the  university  educational  units.  The  focus 
would  be  upon  degrees  in  high-demand  occupations.  The  executive  budget  intends  that  this  proposal  will  be  matched  by 
$400,000  from  funding  identified  by  the  Board  of  Regents.  This  proposal  is  a  one-time-only  (OTO),  biennial 
appropriation. 

DP  61  -  Shared  Leadership  MT  Tech  Economic  Development  Resource  Center  -OTO  -  The  executive  budget  adds 
$100,000  general  fimd  in  the  2007  biennium  to  support  economic  development  and  new  business  recruitment  efforts  of 
the  Montana  Tech  Economic  Development  Resource  Center  in  Butte.  The  executive  budget  intends  that  this  proposal 
will  be  matched  by  a  $200,000  investment  from  funding  identified  by  the  Board  of  Regents,  which  will  replace  state 
funding  in  the  2009  biennium.  This  proposal  is  for  a  one-time-only  (OTO),  biennial  appropriation. 


LFD 
COMMENT 


For  discussion  of  the  Shared  Leadership  project  initiatives  see  the  LFD  Comment  and  LFD  Issue  under 
the  Program  Highlights  section  above.  For  discussion  of  the  non-state  match  requirement  of  the  Shared 
Leadership  DP's,  see  the  LFD  Issue  below,  under  sub-program  01. 


DP  63  -  Shared  Leadership  Increase  Supply  of  Health  Care  Workers  -  OTO  -  The  executive  budget  adds  $1  million 
general  fund  in  the  2007  biennium  to  support  the  delivery  of  health  care  education  programs  to  rural  place-bound  citizens 
in  Montana,  with  the  goal  to  increase  the  supply  of  trained  and  qualified  health  care  workers.  The  executive  budget 
intends  that  this  proposal  will  be  matched  by  $250,000  from  funding  identified  by  the  Board  of  Regents.  This  proposal 
is  for  a  one-time-only  (OTO),  biennial  appropriation. 


Lll) 
COMMENT 


Among  the  recommendations  issued  by  the  Governor's  Blue  Ribbon  Task  Force  on  Health  Care  is  a 
proposal  specific  to  higher  education: 


•     The  Commissioner  of  Higher  Education  should  establish  an  integrated,  "single  point  of  contact"  distance 
learning  and  continuing  education  program  for  health  professionals 

The  Task  Force  based  this  proposal  on  the  projected  demand  for  health  care  workers  in  rural  Montana  that  will 
apparently  not  be  met  due  in  part  to  fewer  Montanans  choosing  health  careers,  together  with  the  difficulty  of  attaining 
access  in  rural  areas  to  both  the  health  care  education  degree  programs  and  the  continuing  professional  development 
education  programs. 

This  proposal  on  education  specifically  recommends  a  distance  learning  initiative  that  targets  health  professions 
education,  as  well  as  other  iimovative  educational  methods  that  are  tailored  to  rural  students  and  rural  health  care 
workers.  Other  task  force  recommendations  were  specific  to  the  health  care  and  health  insurance  industries,  as  well  as 
career  guidance  counseling  at  the  high  school  level. 

This  Shared  Leadership  initiative  and  the  executive  DP  63  are  based  upon  the  recommendations  of  this  Task  Force. 

The  legislature  may  want  to  provide  for  a  method  of  articulating  shared  goals  and  accountability  of  expenditures  and 
outcomes  of  this  project. 

For  discussion  of  the  Shared  Leadership  project  initiatives  see  the  LFD  Comment  and  LFD  Issue  under  the  Program 
Highlights  section  above.  For  discussion  of  the  non-state  match  requirement  of  the  Shared  Leadership  DP's,  see  the 
LFD  Issue  below,  under  sub-program  01 . 

SOURCE:  COMPETING  FOR  QUALITY  CARE,  FINDINGS  AND  PROPOSALS  FOR  MONTANA'S  HEALTH  CARE  WORKFORCE, 
SEPTEMBER  26,  2002 
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DP  78  -  Equipment  -  2  Year  Programs  -  OTO  -  The  executive  budget  adds  $5  million  general  fund  in  the  2007  biennium 
to  fund  the  purchase  and  update  of  equipment  for  two-year  degree  programs  within  the  Montana  University  System  and 
Community  Colleges.  The  executive  budget  intends  that  this  proposal  must  be  matched  dollar  for  dollar  from  other  non- 
state  sources  of  funding  to  be  identified  by  the  Board  of  Regents.  This  proposal  is  for  a  one-time-only  (OTO),  biennial 
appropriation. 


LID 
COMMKNT 


For  discussion  of  the  Shared  Leadership  project  initiatives  see  the  LFD  Comment  and  LFD  Issue  under 
the  Program  Highlights  section  above.  For  discussion  of  the  non-state  match  requirement  of  the  Shared 
Leadership  DP's,  see  the  LFD  Issue  below,  under  sub-program  01 . 


LFD 
ISSUE 


All  of  the  Shared  Leadership  initiatives  at  the  university  educational  units  as  well  as  the  $5  million  equipment 
initiative  include  a  match  requirement  that  would  be  the  responsibiUty  of  the  Board  of  Regents,  either  to  fimd 
directly  with  university  funds  or  to  deliver  funding  from  a  non-state  partner. 


In  order  to  provide  maximum  fiscal  oversight  for  any  Shared  Leadership  initiatives  that  are  approved,  the  legislature  may 
want  to  include  specific  additional  HB  2  language  relative  to  the  match  provision  to  address  the  following  issues: 

•  Who  specifically  qualifies  as  a  non-state  partner  for  matching  funds  (e.g.  federal  government,  local  government, 
etc.)  and  what  the  expectations  are  of  this  partner 

•  What  mechanism  or  action  will  be  sufficient  to  verify  the  match  (e.g.  commitment  letter,  actual  receipt  of  the 
funds,  etc.),  in  particular  if  the  university  units  use  lump-sum  funds  as  the  match 

•  Must  the  match  be  specifically  dollars  or  will  equipment  and/or  services  (in-kind)  be  allowed 

•  Will  spending  state  funds  be  contingent  upon  first  spending  the  matching  fiinds 

•  Will  the  general  fimd  appropriation  be  subject  to  reversion  at  the  end  of  the  biennium  in  the  event  that  the  Board 
of  Regents  is  unable  to  secure  a  match  partner  or  provide  a  match  with  university  funds 

Assuming  that  the  intention  of  adding  the  funding  match  restriction  to  the  executive  budget  is  to  leverage  additional 
funding  for  the  university  system  that  will  actually  increase  the  total  budget  above  the  state  fimding  level,  the  legislature 
may  want  to  consider  amending  the  executive  budget  language  in  some  of  these  initiatives  to  require  that  some  portion  of 
the  matching  funds  must  be  "nonstate  money."  Some  potential  sources  of  nonstate  money  would  include: 

•  Federal  government  grants 

•  Private  sector  grants  and  contracts 

•  Private  foundation  grants 

•  Local  government  or  economic  development  authority  grants  and  contracts 

Given  that  many  of  these  initiatives  add  value  not  only  to  the  university  system  but  also  to  specific  industries  and  sectors 
of  the  economy,  it  seems  that  there  may  be  opportunities  to  use  the  match  requirement  to  leverage  nonstate  funding  as 
the  match,  essentially  using  state  funding  to  leverage  private  sector  funding  to  support  the  Shared  Leadership  initiatives. 


Other  Issues 

Tuition  Rates 


In  part  due  to  state  budget  cuts  resulting  from  revenue  shortfalls,  the  university  educational  units  and  the  Board  of 
Regents  have  implemented  tuition  increases  at  or  above  11  percent  in  each  of  the  last  four  academic  years.  Figure  10 
illustrates  annual  tuition  changes  over  the  past  10  years: 
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Figure 

10 

Annual  Resident  Undergraduate  Student  Tuition  Rates 

Tuition  Only 

Mandatory  Fees  Not  Included 

Fiscal  Years  1996-2005 

UM 

UM 

UM 

MSU 

MSU 

MSU 

System 

Annual 

Cumulative 

Fiscal  Year 

Missoula 

MTTech 

Western 

Bozeman 

Billings 

Northern 

Average 

%  Change 

"4  Change 

FY  1996 

1,731 

1,795 

1,703 

1.711 

1,708 

1.656 

$1,717 

FY  1997 

1,822 

1,892 

1,745 

1,831 

1,778 

1,739 

$1,801 

4.89% 

4.89% 

FY  1998 

1,940 

2,016 

1.859 

1,954 

1,901 

1,859 

$1,922 

5.68% 

11.89% 

FY  1999 

2,066 

2.146 

1.979 

2,086 

2,033 

1.988 

$2,050 

6.57% 

19.35% 

FY  2000 

2.156 

2.240 

2.025 

2.177 

2,122 

2.030 

$2,125 

3.67% 

23.73% 

FY2001 

2.250 

2.337 

2.072 

2.272 

2,214 

2.072 

$2,203 

3.67% 

28.26% 

FY  2002 

2.543 

2.641 

2,267 

2.567 

2,502 

2.262 

$2,464 

11.84% 

43.45% 

FY  2003* 

2.873 

2.984 

2.483 

2.900 

2,827 

2.472 

$2,757 

11.90% 

60.52% 

FY  2004 

3.125 

3.343 

2.700 

3,256 

3.168 

2.769 

$3,060 

11.01% 

78.18% 

FY2005 

3.390 

3.743 

2,930 

3.654 

3.548 

3,101 

$3,394 

10.92% 

97.64% 

Average  Annual 
Growth 

7.75% 

8.51% 

6.21% 

8.80% 

8.46% 

7.22% 

7.86% 

•Noi  include  niition  surehiige 

Source:  OCHE  /Board  of  Regents  Annual  Operating  Budgets 

In  FY  2004  state  fiinding  comprises  an  average  of  43  percent  of  the  funding  for  the  university 
educational  units  in  the  current  unrestricted  operating  budget.  This  average  of  the  eight  university  and 
college  of  technology  campuses  ranges  from  the  high  of  58  percent  state  ftmding  at  MSU-Northem  to 
the  low  of  37  percent  state  funding  at  UM-Missoula. 


COMMKNT 


For  some  historical  perspective,  according  to  the  university  operating  budgets,  state  funding  as  a  percentage  of  the 
educational  units  current  unrestricted  operating  budget  has  been  decreasing  as  follows: 

•  48  percent  in  FY  2002 

•  50  percent  in  FY  2000 

•  54  percent  in  FY  1998 

At  the  same  time,  the  average  tuition  rate  at  the  university  educational  units  has  been  increasing  as  follows: 

•  $2,235  in  FY  2002  (5  percent  increase  over  2000) 

•  $2,01 1  in  FY  2000  (4  percent  increase  over  1998) 

•  $1,851  in  FY  1998 

Therefore,  the  trend  indicates  that  there  is  some  correlation  between  the  reductions  of  state  funding  as  a  percentage  of 
university  educational  units  unrestricted  operating  budget  and  increasing  tuition  rates. 

The  executive  budget  for  the  2007  biennium  proposes  that  the  present  law  and  new  proposal  mcreases  included  in  the 
HB  2  components  of  the  budget,  together  with  the  3  percent  proposed  salary  increase  included  in  the  executive  HB  13 
proposal,  taken  as  a  whole,  should  only  require  a  tuition  increase  at  about  the  2  percent  level,  consistent  with  anticipated 
inflation  rates.  This  is  based  upon  the  executive  assumption  that  university  educational  units  operations  would  only 
change  in  the  areas  addressed  in  the  present  law  adjustments  and  the  new  proposals. 
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The  Board  of  Regents  operating  budget  projections  for  the  2007  biennium,  on  the  other  hand,  project 
tuition  rate  increases  that  range  from  4.3  percent  to  11.7  percent,  depending  on  the  state  level  of 
funding  in  HB  2,  the  state  share  calculation  that  is  used  in  HE  13  (state  employee  pay  plan),  and  the 
actual  level  of  funding  the  Board  of  Regents  allocates  to  specific  university  level  new  initiatives.   For 

more  detail  on  the  Board  of  Regents  tuition  projection,  see  the  LFD  Comment  and  LFD  Issue  in  the  introductory  section 

of  this  analysis. 

In  light  of  the  historical,  statistical  relationship  between  state  funding  levels  and  tuition,  the  legislature  may  want  to 
monitor  the  percentage  share  that  state  fiinding  comprises  of  the  university  current  unrestricted  fiind  as  a  means  to 
anticipate  tuition  changes  going  forward.  Such  a  monitoring  process  could  be  done  during  budgeting  by  comparing  the 
impact  that  each  decision  package  would  have  on  the  total  imiversity  budget  and  compare  that  to  the  percentage  share 
that  amoimt  represents  in  the  university  system  project  operating  budgets. 
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Sub-Program  Details 
AES  TRANSFERS  -  SP  09 

Sub-Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub-Program  Proposed  Budget 


Budcel  Item 


Base  PL  Base  New  Total  PL  Base  New  Total  Total 

Budget  Adjustmeni  Proposals         Exec.  Budget       Adjustment  Proposals         Exec.  Budget        Exec.  Budget 

Fiscal  2004  Fiscal  2006  Fiscal  2006  Fiscal  2006  Fiscal  2007         Fiscal  2007  Fiscal  2007  Fiscal  06-07 


Transfers 
Total  Costs 

General  Fund 
Total  Funds 


10,079,958 
$10,079,958 

10,079,958 
$10,079,958 


231,207 
$231,207 

231,207 
$231,207 


159,966 
$159,966 

159,966 
$159,966 


10,471,131 
$10,471,131 

10,471,131 
$10,471,131 


241.163 
$241,163 

241,163 
$241,163 


159,967 
$159,967 

159.967 
$159,967 


10,481.088 
$10,481,088 

10,481,088 
$10,481,088 


20.952.219 
$20,952,219 

20,952,219 
$20,952,219 


Sub-Program  Description 

The  Agriculture  Experiment  Station  (AES)  was  established  at  Montana  State  University  in  Bozeman  by  the  Montana 
legislature  in  1 893  under  Hatch  Act  authorization  enacted  by  the  United  States  Congress.  The  station  is  the  agricultural 
research  component  of  the  land-grant  university's  three-part  mission  of  teaching,  research  and  service.  AES  also  has  a 
cooperative  program  at  the  Fort  Keogh  Livestock  and  Range  Research  Laboratory  in  Miles  City,  where  livestock 
production  efficiency  and  rangeland  resource  research  is  conducted. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  l.aw  Adjustments 


FTE 


General 

Fund 


-Fiscal  2006- 
State 
Special 


Federal 

Special 


Total 
Funds 


FTE 


General 

Fund 


-Fiscal  2007- 
State 
Special 


Federal 

Special 


Total 
Funds 


DP  62  -  Statewide  -Agricultural  Expericment  Station 
0.00  192.788 

DP  66  -  Increased  Overhead  Costs  for  Campus  Support 
0.00  38,419 

Total  Other  Present  Law  Adjustments 

0.00  $231,207 

Grand  Total  All  Present  Law  Adjustments 


0 
0 

$0 


0 
0 

$0 


192.788 
38.419 

$231,207 
$231,207 


0.00 
0.00 


183,933 
57.230 


0.00     $241,163 


0 

0 

SO 


0 
0 

$0 


183.933 
57.230 

$241,163 
$241,163 


DP  62  -  Statewide  -Agricultural  Experiment  Station  -  The  executive  budget  applies  statewide  present  law  adjustments 
for  the  AES  in  the  2007  biennium,  ftinding  the  state  share  of  these  adjustments  at  $377,000  general  fiind. 

DP  66  -  Increased  Overhead  Costs  for  Campus  Support  -  The  executive  budget  adds  $95,649  general  fimd  in  the  2007 
biennium  to  fund  the  state  share  of  increased  overhead  costs  that  are  allocated  fi-om  the  educational  units  to  the 
research/public  service  agencies. 
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111) 
COIMMKNI 


The  state  share  calculation  for  the  research/public  service  agencies  remains  the  ratio  between  state 
funding  versus  other  funding  sources,  which  may  include  federal  program  fimding,  fee-for-service 
funds,  interest  earnings  and  other  sources. 


The  state  share  percentage  for  AES  in  the  2007  biennium  budget  is  76  percent. 


New  Proposals 


New  Proposals 

Sub 
Program 


FTE 


General 
Fund 


-Fiscal  2006— 
State 
Special 


Federal 
Special 


Total 
Funds 


FTE 


General 
Fund 


-Fiscal  2007- 
State 
Special 


Federal 
Special 


Total 
Funds 


DP  67  -  Integrated  Weed  Mgmt  &  Biotechnology 
09  0.00  159,966 


Total 


0.00 


$159,966 


0 
SO 


0  159,966 

$0  $159,966 


0.00 
0.00 


159,967 
$159,967 


0 
$0 


0 
$0 


159,967 
$159,967 


DP  67  -  Shared  Leadership  Integrated  Weed  Mgmt  &  Biotechnology  -  The  executive  budget  adds  $320,000  general  fund 
in  the  2007  biennium  for  2.00  FTE  weed  science  and  research  positions  at  the  Agriculture  Experiment  Station,  and  1 .00 
FTE  plant  or  animal  biotechnology  position.  The  positions  would  increase  research  on  integrated  weed  management 
practices  and  the  biological  control  of  weeds,  as  well  as  genetic  research  to  improve  plant  and  animal  production.  The 
executive  budget  intends  that  this  proposal  will  be  matched  by  $159,967  from  f\mding  sources  identified  by  the  Board  of 
Regents. 


LID 
COM.MLNT 


For  discussion  of  the  Shared  Leadership  project  initiatives  see  the  LFD  Comment  and  LFD  Issue  under 
the  Program  Highlights  section  above.  For  discussion  of  the  non-state  match  requirement  of  the  Shared 
Leadership  DP's,  see  the  LFD  Issue  under  sub-program  01 . 


Commissioner  Of  Higher  Ed 


E-138 


Appropriation  Distribution 


Commissioner  Of  Higher  Ed 


09-Appropriation  Distribution 


Sub-Program  Details 

EXTENSION  SERVICE  TRF  -  SP  10 

Sub-Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  fianding. 


Sub-Program  Proposed  Budgel 
Budgel  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 

Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budgel 

Fiscal  2006 

PL  Base 
Adjustment 

Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budgel 

Fiscal  06-07 

Iransfers 
Total  Costs 

General  Fund 
Total  Funds 

4,481,715 
$4,481,715 

4.481,715 
$4,4«J,71S 

325,788 
$325,788 

325,788 
$325,788 

65,600 
$65,600 

65,600 
$65,600 

4,873,103 
$4,873,103 

4,873,103 
$4,873,103 

348,933 
$348,933 

348,933 
$348,933 

131,200 
$131,200 

131,200 
$131,200 

4,961,848 
$4,961,848 

4,961,848 
$4,961,848 

9,834,951 
$9,834,951 

9,834,951 
$9,834,951 

Sub-Program  Description 

The  Extension  Service  (ES)  was  established  in  1914  as  a  result  of  the  federal  Smith-Lever  Act.  The  Extension  Service 
mission  is  to  disseminate  and  encourage  practical  use  of  research  about  agricultural  production  and  marketing,  family 
and  consumer  science,  and  human  resource  development.  The  central  office  is  housed  on  the  MSU-Bozeman  campus, 
but  there  are  52  county  extension  offices  that  serve  54  of  Montana's  56  counties. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  l.aw  .Adjustments 

Fiscal  2006- 

General              Slate 

F  o^ai  inm 

Federal 

Total 

General 

Stale 

Federal 

Total 

FTE                   Fund                  Special 

Special 

Funds                 FTE 

Fund 

Special 

Special 

Funds 

DP  61  -  Statewide  -  Extension  Services 

0.00             195,626 
DP  66  -  Increased  Overhead  Costs  for  Campus  Support 

0.00               43,716 
DP  82  -  ES-  Payroll  Benefits  and  Insurance  Adjustment 

0.00               86,446 

0 
0 
0 

0 
0 
0 

195,626 
43,716 
86,446 

0.00 
0.00 
0.00 

207,785 
54,702 
86,446 

0 
0 
0 

0 
0 
0 

207.785 
54,702 
86,446 

Total  Other  Present  Law  Adjustments 

0.00            $325,788 

$0 

so 

$325,788 

0.00 

$348,933 

so 

so 

$348,933 

Grand  Total  All  Present  Law  Adjustments 

$325,788 

$348,933 

DP  61  -  Statewide  -  Extension  Services  -The  executive  budget  applies  statewide  present  law  adjustments  for  ES  in  the 
2007  biennium,  fiinding  the  state  share  of  these  adjustments  at  $403,000  general  fund. 

DP  66  -  Increased  Overhead  Costs  for  Campus  Support  -  The  executive  budget  adds  $98,418  general  fund  in  the  2007 
biennium  to  fund  the  state  share  of  increased  overhead  costs  that  are  allocated  from  the  educational  units  to  the 
research/public  service  agencies. 
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DP  82  -  ES-  Payroll  Benefits  and  Insurance  Adjustment  -  The  executive  budget  adds  $173,000  general  fund  to  the  2007 
biennium  to  fund  adjustments  to  the  state  share  of  payroll  benefits  and  medical  insurance.  The  adjustment  is  proposed 
because  a  number  of  counties  reimburse  MSU  for  a  portion  of  ES  agents'  salary  only,  and  the  state  funds  pay  all  benefit 
costs.  Since  the  budgeting  system  only  calculates  benefits  costs  against  payroll  funded  by  the  state,  this  adjustment 
funds  the  benefits  gap  between  what  is  state  funded  salary  and  what  is  county  funded  salary. 


LID 
COMMENT 


The  state  share  calculation  for  the  research/public  service  agencies  remains  the  ratio  between  state 
funding  versus  other  funding  sources,  which  may  include  federal  program  fiinding,  fee-for-service 
funds,  interest  earnings  and  other  sources. 


The  state  share  percentage  for  AES  in  the  2007  biennium  budget  is  76  percent. 


New  Proposals 


New  Proposals 

Sub 
Program 


FTE 


Fiscal  2006 

General  State  Federal  Total 

Fund  Special  Special  Funds 


FTE 


General 
Fund 


-Fiscal  2007- 
State 
Special 


Federal 
Special 


Total 
Funds 


DP  8  -  Extension  Cropping  Specialist 

10  0.00  0 

DP  1 6  -  Livestock  Specialist 

10  0.00  65,600 


Total 


0.00 


$65,600 


0 

0 

$0 


0  0 

0  65,600 

$0  $65,600 


0.00  65,600 

0.00  65,600 

0.00  $131.200 


0 

0 

$0 


0  65,600 

0  65,600 

$0  $131,200 


DP  8  -  Shared  Leadership  Extension  Cropping  Specialist  -  The  executive  budget  adds  $65,600  general  fund  in  FY  2007 
for  1 .00  FTE  Cropping  Systems  Specialist  position  that  would  be  located  at  the  Extension  Service  on  the  MSU  Bozeman 
campus.  The  executive  budget  intends  that  this  proposal  will  be  matched  with  $16,400  from  funding  sources  identified 
by  the  Board  of  Regents. 

DP  16  -  Shared  Leadership  Livestock  Specialist  -  The  executive  budget  adds  $131,000  general  fund  in  the  2007 
biennium  budget  for  1 .00  FTE  Livestock  Specialist  position  that  would  be  located  at  the  Extension  Service  at  the  AES 
Research  Center  in  Miles  City.  The  executive  budget  intends  that  this  proposal  will  be  matched  with  $32,800  from 
funding  sources  identified  by  the  Board  of  Regents. 


LFD 
COMMENT 


For  discussion  of  these  Shared  Leadership  project  initiatives  see  the  LFD  Issue  under  the  Program 
Highlights  section  above.  For  discussion  of  the  non-state  match  requirement  of  the  Shared  Leadership 
DP's,  see  the  LFD  Issue  under  sub-program  01 . 
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Sub-Program  Details 
FCES  TRANSFER  -  SP  11 


Sub-Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub-Program  Proposed  Budget 


Budget  Item 


dg 


Base  PL  Base  New  Total  PL  Base  New  Total  Total 

Budget  Adjustment  Proposals  Exec  Budget        Adjustment  Proposals  Exec.  Budget        Exec.  Budget 

Kiscal  2004         Fiscal  2006  Fiscal  2006  Fiscal  2006  Fiscal  2007  Fiscal  2007  Fiscal  2007  Fiscal  06-07 


Transfers 
1'otal  Costs 

General  Fund 
Total  Funds 


925,839 
$925339 

925,839 
$925,839 


45,485 
$45,485 

45,485 
$45,485 


0 

so 

0 
$0 


971,324 
$971324 

971,324 
$97U2'« 


42,892 
$42,892 

42.892 
$42,892 


0 
$0 


0 
$0 


968,731 
$968,731 

968,731 
$968,731 


1 .940.055 
$1,940,055 

1.940,055 
$1,940,055 


Sub-Program  Description 

The  Forestry  and  Conservation  Experiment  Station  was  established  by  the  legislature  in  1937,  codified  at  20-25-241, 
MCA,  for  the  scientific  investigation  of  natural  resource  problems  including  forestland  resources,  timber,  and 
relationships  between  forests  and  water,  pasturage,  and  recreation.  The  station  is  directed  by  the  Dean  of  the  School  of 
Forestry  that  serves  as  the  research  unit  of  the  University  of  Montana  School  of  Forestry  in  Missoula. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

.     Fiscal  2007 

General              State 

Federal 

Total 

General              State 

Federal 

Total 

FTE                   Fund                  Special 

Special 

Funds               FTE 

Fund                  Special 

Special 

Funds 

OP  63  -  Statewide  -Forestry  Cons.  Experiment  Station 
0.00               45,485 

0 

0              45,485 

0.00               42,892 

0 

0               42,892 

ToUl  Other  Present  l^w  Adjustments 

0.00            $45,485 

$0 

$0              $45,485 

0.00            $42,892 

SO 

$0             $42,892 

Grand  Total  All  Present  Law  Adjustments 

$45,485 

$42,892 

DP  63  -  Statewide  -Forestry  Cons.  Experiment  Station  -  The  executive  budget  applies  statewide  present  law  adjustments 
for  the  FCES  in  the  2007  biennium,  funding  the  state  share  of  these  adjustments  at  $88,000  general  fund. 


l.KI) 
COMMKNT 


The  state  share  calculation  for  the  research/public  service  agencies  remains  the  ratio  between  state 
funding  versus  other  funding  sources,  which  may  include  federal  program  fiinding,  fee-for-service 
funds,  interest  earnings  and  other  sources. 


The  state  share  percentage  for  FCES  in  the  2007  biennium  budget  is  100  percent. 
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Sub-Program  Details 
BUREAU  TRANSFERS  -  SP  12 

Sub-Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub-Program  Proposed  Budget 

Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 

Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 

Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

Transfers 
Total  Costs 

General  Fund 
State/Other  Special 
Total  Funds 

2,247,899 
$2,247,899 

1,581,899 

666,000 

$2,247,899 

39,392 
$39392 

39,392 

0 

$39392 

144,000 
$144,000 

144,000 

0 

$144,000 

2,431,291 
$2,431,291 

1,765,291 

666,000 

$2,431,291 

35,479 
$35,479 

35,479 

0 

$35,479 

149,760 
$149,760 

149,760 

0 

$149,760 

2,433,138 
$2,433,138 

1,767,138 

666,000 

$2,433,138 

4,864,429 
$4,864,429 

3,532,429 

1,332,000 

$4,864,429 

Sub-Program  Description 

The  Bureau  of  Mines  and  Geology  is  a  public  service  and  research  agency  located  at  Montana  Tech  in  Butte.  The 
Bureau  disseminates  information  through  publications  and  conducts  field  and  laboratory  studies  on  all  mineral  resources, 
metallic  and  nonmetallic  minerals,  fuels,  and  groundwater. 

The  groundwater  assessment  programs  at  the  bureau  are  fiinded  at  15-38-202,  MCA,  by  the  Resource  Indemnity  Trust 
Fund,  which  was  created,  in  part,  for  the  purpose  of  supporting  ground  water  assessment  programs  specific  to  areas  that 
may  experience  environmental  damage  caused  by  mineral  extraction. 


LID 
COIVIMKNT 


For  more  detail  on  the  Resource  Indemnity  Trust  accounts,  see  the  overview  for  the  Department  of 
Natural  Resources  and  Conservation  that  appears  in  Volume  4,  Section  C  (this  volume)  of  the  Budget 
Analysis. 


Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 


FTE 


General 
Fund 


-Fiscal  2006- 
State 
Special 


Federal 
Special 


Total 
Funds 


FTE 


General 
Fund 


-Fiscal  2007- 
State 
Special 


Federal 
Special 


Total 
Funds 


DP  46  -  Statewide  -  Bureau  of  Mines 

0.00  29,392 

DP  66  -  Increased  Overhead  Costs  for  Campus  Support 
0.00  10,000 

Total  Other  Present  Law  Adjustments 

0.00  $39392 

Grand  Total  All  Present  Law  Adjustments 


0 
0 

SO 


0 
0 

so 


29,392 
10,000 

$39392 

$39392 


0.00 
0.00 

0.00 


25,479 
10,000 

$35,479 


0 
0 

SO 


25.479 
10,000 


$0  $35,479 

$35,479 


DP  46  -  Statewide  -  Bureau  of  Mines  -The  executive  budget  applies  statewide  present  law  adjustments  for  the  Bureau 
in  the  2007  biennium,  funding  the  state  share  of  these  adjustments  at  $55,000. 
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DP  66  -  Increased  Overhead  Costs  for  Campus  Support  at  Research/Public  Service  Agencies  -  The  executive  budget 
adds  $20,000  general  fund  in  the  2007  biennium  to  fund  the  state  portion  of  increased  overhead  costs  that  are  allocated 
from  the  educational  units  to  the  research/public  service  agencies. 


ISSUK 


The  state  share  calculation  for  the  research/public  service  agencies  remains  the  ratio  between  state  funding 
versus  other  ftmding  sources,  which  may  include  federal  program  funding,  fee-for-service  fluids,  interest 
earnings  and  other  sources. 


The  state  share  percentage  for  the  bureau  in  the  2007  biennium  budget  is  98  percent. 

The  executive  budget,  however,  does  not  distinguish  between  state  general  fiand  and  the  state  special  revenue  funds 
(Resource  Indemnity  Trust  [RTT]  program)  that  support  the  bureau.  So  the  budget  allocates  the  entire  98  percent  state 
share  expenditure  adjustments  to  general  fund,  which  actually  represents  69  percent  while  the  RTT  ftmds  represent  29 
percent. 

Therefore,  the  legislature  may  want  to  consider  reallocating  the  present  law  adjustments  in  DP  46  and  DP  66  at  the 
bureau  to  reflect  fiinding  69  percent  from  general  fund  and  29  percent  from  state  special  revenue,  rather  than  the  entire 
98  percent  from  general  fund.  This  revised  allocation  would  change  the  present  law  adjustment  allocation  as  follows: 

•  General  fund  share  at  69  percent  =  $27,735 

•  State  special  revenue  share  at  29  percent  =  $11 ,657 


New  Proposals 


New  Proposals 

Sub 
Program 


FTE 


General 

Fund 


-Fiscal  2006— 
State 
Special 


Federal 
Special 


Total 
Funds 


FTE 


Fiscal  2007 

General  Slate  Federal  Total 

Fund  Special  Special  Funds 


DP  68  -  Shared  Leadership  -  Technical  Assistance  to  Small  Oil  &  Gas  Operators 

12  0.00  72,000  0  0 

[>P  69  -  Shared  Leadership  -  Coal  and  Coalbed-Methane  Technology  Program 

12  0.00  72,000  0  0 


Total 


0.00 


$144,000 


SO 


$0 


72,000 

72,000 

$144.000 


0.00  74,880 

0.00  74,880 

0.00  $149.760 


0 

0 

SO 


0  74,880 

0  74,880 

$0  $149,760 


DP  68  -  Shared  Leadership  -  Technical  Assistance  to  Small  Oil  and  Gas  Operators  -  The  executive  budget  adds 
$147,000  general  fund  in  the  2007  biennium  for  1.00  FTE  Petroleum  Geologist  position  at  the  Bureau  of  Mines  located 
in  Butte.  The  position  would  be  responsible  for  mapping  and  other  technical  assistance  to  support  small  oil  and  gas 
operators  with  exploration  and  development  efforts.  The  executive  budget  intends  that  this  proposal  will  be  matched  by 
$36,720  from  ftinding  sources  identified  by  the  Board  of  Regents. 

DP  69  -  Shared  Leadership  -  Coal  and  Coalbed-Methane  Technology  Program  -  The  executive  budget  adds  $147,000 
general  fund  in  the  2007  biennium  for  1 .00  FTE  Coal  Geologist  position  at  the  Bureau  of  Mines  located  in  Butte.  The 
position  would  be  responsible  for  database  and  information  flow  as  well  as  other  technical  assistance  to  support  coal  and 
coal  bed-methane  development  efforts.  The  executive  budget  intends  that  this  proposal  will  be  matched  by  $36,720  from 
funding  sources  identified  by  the  Board  of  Regents. 


Ill) 
COMMKNT 


For  discussion  of  the  Shared  Leadership  project  initiatives  see  the  LED  Comment  and  LED  Issue  under 
the  Program  Highlights  section  above.  For  discussion  of  the  non-state  match  requirement  of  the  Shared 
Leadership  DP's,  see  the  LED  Issue  under  sub-program  0 1 . 
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Sub-Program  Details 
FSTS  TRANSFERS  -  SP  19 

Sub-Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  fiinding. 


Sub-Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

Transfers 
Total  Costs 

General  Fund 
Total  Funds 

511,535 
$511,535 

511,535 
$511335 

70,480 
$70,480 

70,480 
$70,480 

93,500 
$93,500 

93,500 
$93,500 

675,515 
$675,515 

675,515 
$675,515 

68,475 
$68,475 

68,475 
$68,475 

59,535 
$59335 

59,535 
$59335 

639,545 
$639345 

639,545 
$639345 

1,315,060 
$1315,060 

1,315,060 
$1315.060 

Sub-Program  Description 

The  Fire  Services  Training  School,  located  at  the  Great  Fall  College  of  Technology  and  authorized  at  20-31-102,  MCA, 
works  to  organize,  supervise,  and  coordinate  training  and  education  for  state  fire  services  personnel  across  Montana  in 
accordance  with  local  needs  and  the  standards  established  by  the  Board  of  Regents. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 


FTE 


Fiscal  2006 

General  State  Federal  Total 

Fund  Special  Special  Funds 


FTE 


Fiscal  2007 

General  State  Federal  Total 

Fund  Special  Special  Funds 


DP  64  -  Statewide  -  Fires  Services  Training  School 

0.00  45,389  0 

DP  66  -  Increased  Overhead  Costs  for  Campus  Support 

0.00  835  0 

DP  68  -  New  Space  -  FSTS 

0.00  24,256  0 

Total  Other  Present  Law  Adjustments 

0.00  $70,480  $0 

Grand  Total  All  Present  Law  Adjustments 


0 
0 
0 

$0 


45,389 

835 

24,256 

$70,480 
$70,480 


0.00 
0.00 
0.00 

0.00 


43,311 

180 

24,984 

$68,475 


0 
0 
0 

$0 


0 
0 
0 

$0 


43,311 

180 

24,984 

$68,475 
$68,475 


DP  64  -  Statewide  Present  Law  Adjustment  -  Fires  Services  Training  School  (FSTS)  -  The  executive  budget  applies 
statewide  present  law  adjustments  for  the  FSTS  in  the  2007  biennium,  funding  the  state  share  of  these  adjustments  at 
$89,000  general  fund. 

DP  66  -Increased  Overhead  Costs  for  Campus  Support  at  Research/Public  Service  Agencies  -  The  executive  budget 
adds  $1,015  general  fund  in  the  2007  biennium  to  fund  the  state  portion  of  increased  overhead  costs  that  are  allocated 
from  the  educational  units  to  the  research/public  service  agencies. 
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COMMKNT 


The  state  share  calculation  for  the  research/public  service  agencies  remains  the  ratio  between  state 
funding  versus  other  funding  sources,  which  may  include  federal  program  fiinding,  fee-for-service 
funds,  interest  earnings  and  other  sources. 


The  state  share  percentage  for  AES  in  the  2007  biennium  budget  is  76  percent. 


DP  68  -  New  Space  -  FSTS  -  The  executive  budget  adds  $49,240  general  fund  in  the  2007  biennium  for  increased  rent 
costs  precipitated  by  the  FSTS  need  to  move  off  the  Great  Falls  COT  campus. 


l.KI) 
COMMKNI 


In  FY  2004  the  Fire  Service  Training  School  (FSTS)  was  required  to  move  from  their  location  on  the 
Great  Falls  College  of  Technology  (COT)  campus,  due  to  eru-ollment  increases  at  the  COT  and  the 
resulting  need  for  additional  instructional  space.  The  2005  biennium  budget  appropriated  one-time- 
only  (OTO)  funding  for  the  costs  of  moving,  but  there  was  no  additional  funding  for  increased  costs  resulting  from 
facility  rental  at  the  new  location.  The  OTO  funding  for  moving  expenses  was  removed  from  the  FY  2004  base. 

Therefore,  the  executive  budget  adjusts  the  base  expenditures  for  the  FSTS  to  reflect  rent  costs  that  are  paid  for  the  new 
location. 


New  Proposals 


New  Proposals 

Fiscal  2007    -   — 

Sub                                           General               Slate 
Program                 Hh                  Fund                Special 

Federal 

Special 

Total 
Funds 

FTE 

General 
Fund 

Slate 
Special 

Federal 
Special 

Total 
Funds 

DP  66  -  Shared  Leadership  -  FSTS  Plan- Add  One  Trainer 

19                   0.00               93,500                        0 

Total                   0.00             $93,500                      $0 

0 
$0 

93,500 
$934^00 

0.00 
0.00 

59,535 
$59,535 

0 
$0 

0 

$0 

59,535 
$59,535 

DP  66  -  Shared  Leadership  FSTS  Plan-Add  One  Trainer  -  The  executive  budget  adds  $153,000  general  fund  in  the  2007 
biennium  for  1.0  FTE  Trainer  Position  at  the  Fire  Service  Training  School.  The  position  would  be  designed  to  train  fire 
fighters  in  a  variety  of  skilled  areas  to  become  better  prepared  to  respond  to  the  growing  variety  of  emergency  incidents. 
The  executive  budget  intends  that  this  proposal  will  be  matched  by  $38,259  from  funding  sources  identified  by  the  Board 
of  Regents. 


LKl) 
COMMENT 


For  discussion  of  this  Shared  Leadership  project  initiative  see  the  LED  Comment  and  LED  Issue  under 
the  Program  Highlights  section  above.  For  discussion  of  the  non-state  match  requirement  of  the  Shared 
Leadership  DP's,  see  the  LED  Issue  under  sub-program  01 . 
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Sub-Program  Details 

MISCELLANEOUS  SYSTEM  TRANSFERS  -SP  24 

Sub-Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  subprogram  by  year,  type  of  expenditure,  and 
source  of  funding. 


Sub-Program  Proposed  Budget 
Budget  Item 

Base 

Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 
Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

Operating  Expenses 
Transfers 
Total  Costs 

General  Fund 
State/Other  Special 
Total  Funds 

43,983 

954,366 

$998349 

798,349 

200,000 

$998349 

0 

60,000 

$60,000 

0 

60,000 

$60,000 

0 

0 

$0 

0 

0 

$0 

43,983 

1,014,366 

$1,058349 

798,349 

260,000 

$1,058349 

0 

60,000 

$60,000 

0 

60,000 

$60,000 

0 

0 

$0 

0 

0 

$0 

43,983 

1,014366 

$1,058349 

798,349 

260,000 

$1,058349 

87,966 

2,028,732 

$2,116,698 

1,596,698 

520,000 

$2,116,698 

Sub-Program  Description 

The  budget  contained  in  this  sub-program  includes  the  family  practice  residency  program  administered  at  MSU- 
Bozeman,  the  motorcycle  safety  training  program  located  at  MSU-Northem  in  Havre,  the  Biobased  histitute  at  the  AES, 
the  dental  hygiene  program  at  Great  Falls  COT,  and  the  university  system  marketing  initiative. 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  proposed  by  the  executive. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Decisions  on  these 
items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the  narrative 
descriptions. 


Present  Law  Adjustments 

Picrni  7007 

General 
F 1  h                  Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

Fit 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  98  -  Motorcycle  Safety  Training  Adjust  to  Rev. 
0.00                        0 

Est. 

60,000 

0 

60,000 

0.00 

0 

60,000 

0 

60,000 

Total  Other  Present  Law  Adjustments 

0.00                      $0 

$60,000 

$0 

$60,000 

0.00 

$0 

$60,000 

$0 

$60,000 

Grand  Total  All  Present  Law  Adjustments 

$60,000 

$60,000 

DP  98  -  Motorcycle  Safety  Training  Adjust  to  Rev.  Estimate  -  The  executive  budget  adds  $120,000  state  special  revenue 
in  the  2007  biennium  to  fund  the  motorcycle  safety-training  program  at  the  actual  base  year  revenue  level.  This  program 
is  located  at  MSU  Northern  in  Havre. 
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Language  Recommendations 

Statement  on  Tuition 

The  executive  budget  recommends  language  in  HB  2  that  acknowledges  the  sole  authority  of  the  Board  of  Regents  to  set 

university  tuition  and  that  the  legislature  has  no  appropriations  authority  over  tuition: 

"The  legislature  acknowledges  that  tuition  rates  are  determined  by  the  Board  of  Regents  and  that  tuition  revenue  is 
considered  private  revenue  and  therefore  not  subject  to  legislative  appropriation." 


Ill) 

issui: 


The  Montana  Constitution  at  Article  X,  Section  9  gives  governance  authority  over  the  university  system  to  the 
Board  of  Regents.  Such  authority  includes  setting  tuition  rates. 


The  proposed  executive  language  does  not  impact  constitutional  authority  or  change  any  duties  or  obligations  of  either 
the  board  or  the  legislature.  The  language  is  repetitive  to  current  authority  and  not  legally  binding,  which  ultimately 
renders  it  meaningless. 

The  legislature  may  wish  to  exclude  the  language  from  HB  2. 


Investment  Earnings  Revenue 

The  executive  budget  recommends  language  in  HB  2  that  establishes  investment  earnings  revenue  projections  for  the 

university  units  and  colleges  of  technology  for  each  year  of  the  biennium: 

"Revenue  anticipated  to  be  received  by  the  Montana  university  system  units  and  colleges  of  technology  includes: 
(1)  interest  earnings  of  $791,274  each  year  of  the  2007  biennium;  and  (2)  other  revenue  of  $1,301,198  each  year  of  the 
2007  biennium.  These  amounts  are  appropriated  for  current  unrestricted  operating  expenses  as  a  biennial  lump-sum 
appropriation  and  are  in  addition  to  the  funds  shown  in  the  appropriation  distribution." 

General  Fund  Appropriation  Subject  to  Reversion 

The  executive  budget  recommends  language  in  HB  2  that  establishes  the  per  student  funding  allocation  based  upon 
enrollment  projections  and  conditions  that  general  fund  allocations  will  be  subject  to  reversion  if  the  funded  enrollment 
levels  are  not  met  by  the  university  educational  units: 

"The  general  fund  and  millage  appropriation  in  the  appropriation  distribution  item  is  calculated  to  fiind  education  in  the 
4-year  units  and  the  colleges  of  technology  for  an  estimated  26,918  resident  student  FTE  students  in  fiscal  2006  and 
27,188  resident  students  in  fiscal  2007.  If  actual  resident  student  enrollment  is  greater  than  the  estimated  number  for  the 
biennium,  the  university  system  shall  serve  the  additional  students  without  a  state  general  fund  contribution.  If  actual 
resident  enrollment  is  less  the  estimated  number  for  the  biennium,  the  commissioner  of  higher  education  shall  revert 
$1,888  in  general  fund  money  to  the  state  for  each  estimated  FTE  student  who  did  not  enroll." 

Restriction  on  Shared  Leadership  Match  Funding  Appropriations 

The  executive  budget  recommends  language  in  HB  2  that  restricts  Shared  Leadership  appropriations  to  require  that 
matching  funds  be  collected  before  general  fund  is  spent: 

"The  general  ftmd  money  in  DP  78  [Appropriation  Distribution  (09)  (Governor's  Initiative)]  is  appropriated  with  the 
condition  that  the  item  is  matched  with  $5,000,000  from  funds  identified  by  the  board  of  regents.  The  office  of  the 
commissioner  of  higher  education  must  certify  to  the  office  of  budget  and  program  planning  that  the  matching  sources 
have  been  identified  and  committed  to  supporting  equipment  for  2-year  programs." 

"The  general  ftind  money  in  DP  60  [Appropriation  Distribution  (09)  (Governor's  Initiative)]  is  appropriated  with  the 
condition  that  the  item  is  matched  with  $400,000  from  funds  identified  by  the  board  of  regents.  The  office  of  the 
commissioner  of  higher  education  must  certify  to  the  office  of  budget  and  program  planning  that  the  matching  sources 
have  been  identified  and  committed  to  supporting  a  more  responsive  workforce  training  system." 
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"The  general  fund  money  in  item  DP  61  [Appropriation  Distribution  (09)  (Governor's  Initiative)]  is  appropriated  with 
the  condition  that  the  item  is  matched  with  $200,000  from  funds  identified  by  the  board  of  regents.  The  office  of  the 
commissioner  of  higher  education  must  certify  to  the  office  of  budget  and  program  planning  that  the  matching  sources 
have  been  identified  and  committed  to  supporting  the  Montana  Tech  economic  development  resource  center." 

"The  general  ftmd  money  in  item  DP  63  [Appropriation  Distribution  (09)  (Governor's  hiitiative)]  is  appropriated  with 
the  condition  that  the  item  is  matched  with  $250,000  from  funds  identified  by  the  board  of  regents.  The  office  of  the 
commissioner  of  higher  education  must  certify  to  the  office  of  budget  and  program  planning  that  the  matching  sources 
have  been  identified  and  committed  for  the  purpose  of  increasing  the  supply  of  health  care  workers." 

"The  general  fund  money  in  item  DP  51  [Appropriation  Distribution  (09)  (Governor's  hiitiative)]  is  appropriated  with 
the  condition  that  the  item  is  matched  with  $250,000  from  funds  identified  by  the  board  of  regents.  The  office  of  the 
commissioner  of  higher  education  must  certify  to  the  office  of  budget  and  program  planning  that  the  matching  sources 
have  been  identified  and  committed  for  the  purpose  of  supporting  a  distance  learning  program." 

"The  general  fund  money  in  item  DP  67  [Appropriation  Distribution  (09)  (Governor's  Initiative)]  is  appropriated  with 
the  condition  that  the  item  is  matched  with  $159,967  from  fimds  identified  by  the  board  of  regents.  The  office  of  the 
commissioner  of  higher  education  must  certify  to  the  office  of  budget  and  program  planning  that  the  matching  sources 
have  been  identified  and  committed  for  the  purpose  of  supporting  an  integrated  weed  management  and  biotechnology 
program." 

"The  general  fund  money  in  item  DP  8  [Appropriation  Distribution  (09)  (Governor's  Initiative)]  is  appropriated  with  the 
condition  that  the  item  is  matched  with  $16,400  from  fiinds  identified  by  the  board  of  regents.  The  office  of  the 
commissioner  of  higher  education  must  certify  to  the  office  of  budget  and  program  planning  that  the  matching  sources 
have  been  identified  and  committed  for  the  purpose  of  supporting  a  cropping  specialist  position." 

"The  general  fund  money  in  item  DP  16  [Appropriation  Distribution  (09)  (Governor's  Initiative)]  is  appropriated  with 
the  condition  that  the  item  is  matched  with  $32,800  from  funds  identified  by  the  board  of  regents.  The  office  of  the 
commissioner  of  higher  education  must  certify  to  the  office  of  budget  and  program  planning  that  the  matching  sources 
have  been  identified  and  committed  for  the  purpose  of  supporting  a  livestock  specialist  position." 

"The  general  ftind  money  in  item  DP  68  [Appropriation  Distribution  (09)  (Governor's  Initiative)]  is  appropriated  with 
the  condition  that  the  item  is  matched  with  $36,720  from  funds  identified  by  the  board  of  regents.  The  office  of  the 
commissioner  of  higher  education  must  certify  to  the  office  of  budget  and  program  planning  that  the  matching  sources 
have  been  identified  and  committed  for  the  purpose  of  supporting  a  technical  assistance  to  small  oil  and  gas  operators 
program." 

"The  general  fund  money  in  item  DP  69  [Appropriation  Distribution  (09)  (Governor's  Initiative)]  is  appropriated  with 
the  condition  that  the  item  is  matched  with  $36,720  from  funds  identified  by  the  board  of  regents.  The  office  of  the 
commissioner  of  higher  education  must  certify  to  the  office  of  budget  and  program  planning  that  the  matching  sources 
have  been  identified  and  committed  for  the  purpose  of  supporting  a  coal  and  coal  bed-methane  technology  program." 

"The  general  fund  money  in  item  DP  66  [Appropriation  Distribution  (09)  (Governor's  Initiative)]  is  appropriated  with 
the  condition  that  the  item  is  matched  with  $38,259  from  funds  identified  by  the  board  of  regents.  The  office  of  the 
commissioner  of  higher  education  must  certify  to  the  office  of  budget  and  program  planning  that  the  matching  sources 
have  been  identified  and  committed  for  the  purpose  of  supporting  one  additional  fire  services  trainer." 

Audit  Costs  for  the  University  Educational  Units 

The  executive  budget  recommends  language  in  HB  2  that  projects  audit  costs  for  the  educational  units: 
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"Total  audit  costs  are  estimated  to  be  $544,376  for  the  university  system,  other  than  the  office  of  the  commissioner  of 
higher  education.  Each  unit  shall  pay  a  percentage  of  these  costs  from  funds  other  than  those  appropriated  the  item 
[Appropriation  Distribution  (09)]." 

Revenue  Projections  for  Research/Public  Service  Agencies 

The  executive  budget  recommends  language  in  HB  2  that  includes  revenue  projections  for  various  revenue  sources  for 

the  research/public  service  agencies: 

"Revenue  anticipated  to  be  received  by  the  agricultural  experiment  station  includes: 

(1)  interest  earnings  and  other  revenue  of  $60,308  each  year  of  the  2007  biennium; 

(2)  federal  revenue  of  $1,824,304  in  fiscal  year  2006  and  $1,817,448  in  fiscal  year  2007;  and 

(3)  sales  revenue  of  $  1 , 1 95, 1 80  in  fiscal  year  2006  and  $  1 , 1 95, 1 80  in  fiscal  year  2007." 

"Revenue  anticipated  to  be  received  by  the  extension  service  includes: 

(1)  interest  earnings  of  $5,034  year  of  the  2007  biennium;  and 

(2)  federal  revenue  of  $2,400,000  in  fiscal  year  2006  and  $2,400,000  in  fiscal  year  2007." 

"Anticipated  interest  revenue  of  $1,070  in  each  year  of  the  2007  biennium  is  appropriated  to  the  forestry  and 
conservation  experiment  station  for  current  unrestricted  operating  expenses.  This  amount  is  in  addition  to  that  shown  in 
the  line  item  appropriation." 

"Anticipated  sales  revenue  of  $29,157  each  year  of  the  2007  biennium  is  appropriated  to  the  bureau  of  mines  and 
geology  for  current  unrestricted  operating  expenses.  This  amount  is  in  addition  to  that  shown  in  the  line  item 
appropriation." 

"Anticipated  interest  revenue  of  $732  each  year  of  the  2007  biennium  is  appropriated  to  the  fire  services  training  school 
for  current  unrestricted  operating  expenses.  This  amount  is  in  addition  to  that  shown  in  the  line  item  appropriation." 

Miscellaneous  Language  Recommendations 

The  executive  budget  recommends  language  in  HB  2  to  require  a  transfer  to  the  energy  conservation  program  account: 

"The  appropriation  distribution  item  includes  $817,960  for  the  2007  biennium  that  must  be  transferred  to  the  energy 
conservation  program  account  and  used  to  retire  the  general  obligation  bonds  sold  to  fund  energy  improvements  through 
the  state  energy  conservation  program.  The  costs  of  this  transfer  in  each  year  of  the  biennium  are:  university  of  Montana- 
Missoula,  $126,400  in  fiscal  year  2006  and  $88,800  in  fiscal  year  2007;  Montana  tech  of  the  university  of  Montana, 
$28,000;  Montana  state  university-northern,  $101,000  in  fiscal  year  2006  and  $67,000  in  fiscal  year  2007;  Montana  state 
university-Bozeman  $58,000;  Montana  state  university-Billings,  $133,500  in  fiscal  year  FY  2006  and  105,500  in  fiscal 
year  2007;  and  western  Montana  college  of  the  university  of  Montana,  $12,410  in  fiscal  year  2006  and  $1 1,350  in  fiscal 
year  2007." 

The  executive  budget  recommends  language  in  HB  2  to  allocate  fiands  for  the  Montana  natural  resource  information 
system: 

"The  Montana  University  System  shall  pay  $88,506  for  the  2007  biennium  in  current  funds  in  support  of  the  Montana 
natural  resource  information  system  (NRIS)  located  at  the  Montana  state  library.  Quarterly  payments  must  be  made  upon 
receipt  of  the  bills  from  the  state  library,  up  to  the  total  amount  appropriated." 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 
Budget 

Fiscal  2004 

PL  Base 
Adjustment 
Fiscal  2006 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 

Fiscal  2006 

PL  Base 

Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 

Fiscal  06-07 

FTE 

3.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Grants 

0 

96,500 

0 

96,500 

0 

0 

0 

96,500 

Total  Costs 

SO 

$96,500 

$0 

$96300 

$0 

SO 

SO 

$96,500 

General  Fund 

0 

96,500 

0 

96,500 

0 

0 

0 

96,500 

Total  Funds 

$0 

$964!00 

$0 

$96,500 

$0 

$0 

$0 

$96,500 

Program  Description 

The  Tribal  College  Assistance  Program  provides  funding  to  support  a  portion  of  the  costs  of  educating  resident  non- 
beneficiary  Montana  students  (non-tribal  members)  attending  the  seven  tribal  community  colleges  on  the  Reservations  in 
Montana.  Section  20-25-428,  MCA,  requires  the  Board  of  Regents  to  provide  assistance  to  tribal  colleges  if  the 
legislature  specifically  appropriates  the  funds,  up  to  a  maximum  of  $1,500  per  year  for  each  resident  non-beneficiary 
student  FTE.  The  statute  does  not  establish  a  minimum  appropriation  level. 

Program  Highlights 


Tribal  College  Assistance  Program 
Major  Budget  Highlights 


The  executive  budget  funds  tribal  college  assistance  in  the  2007 
biennium  at  the  same  level  authorized  in  the  previous  biennium 
No  base  year  appropriations  appear  because  all  funds  were  expended 
in  FY  2005 


Program  Narrative 

•  Tribal  community  colleges,  which  are  under  federal  jurisdiction  to  provide  a  higher  education  for  tribal 
members,  receive  no  federal  funding  assistance  to  support  education  costs  for  non-beneficiary  students 

•  Tribal  community  colleges  are  not  required  to  offer  admission  to  Montana  resident  non-beneficiary  students 

•  Since  FY  1996,  the  Office  of  the  Commissioner  of  Higher  Education  indicates  that  tribal  community  college 
enrollment  in  Montana  has  averaged  3 1 1  resident  non-beneficiary  FTE  students  per  year 

•  Under  20-25-428,  MCA,  the  legislature  has  ftinded  tribal  college  assistance  at: 

•  $  1 .4  million  appropriation  in  the  1 997  biennium 

•  No  appropriation  in  the  1999  biennium 

•  $0.8  million  appropriation  in  the  2001  biennium 

•  $0.0965  million  appropriation  in  the  2003  biennium 

•  $0.0965  million  appropriation  in  the  2005  biennium 

•  The  seven  accredited  tribal  community  colleges  in  Montana,  as  federal  government  and  reservation  institutions, 
are  not  subject  to  governance  or  control  by  either  the  Board  of  Regents  or  the  legislature 

Funding 

The  following  table  shows  program  funding,  by  source,  of  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor.  Funding  is  entirely  from  general  fund. 
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Program  Funding  Table 

Tribal  College  Assistanc 

Program  Funding 

Budget         %  of  Budget         Budget 
FY  2006           FY  2006           FY  2007 

%  of  Budget 
FY  2007 

01000  General  Fund 
Grand  Total 

$      96.500              100.0% 

_ 

96,500               100.0% 

- 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  made  by  the  legislature. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Legislative  decisions 
on  these  items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the 
narrative  descriptions. 


Present  Law  Adjustments 

Fi<!cal  2006 

Fitral  7001    .    — 

General               State 
FTE                  Fund                Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 
Special 

Total 
Funds 

DP  28  -  Reeslab.  Non-beneficiary  Student  Base  Approp. 
0.00               96,500 

0 

0 

96,500 

0.00 

0 

0 

0 

0 

Total  Other  Present  Law  Adjustments 

0.00            $96,500 

$0 

SO 

$96,500 

0.00 

$0 

SO 

SO 

SO 

Grand  Total  All  Present  Law  Adjustments 

$96,500 

$0 

DP  28  -  Reestab.  Non-beneficiary  Student  Base  Approp.  -  The  executive  budget  reestablishes  the  2005  biennium  base 
appropriation  for  state  support  for  resident  non-beneficiary  students  at  tribal  community  colleges.  The  $96,500  biennial 
appropriation  was  expended  in  fiscal  2005  and  therefore  not  included  in  the  2007  biennium  expenditure  base  (FY  2004). 


Lil) 

commi:m 


Resident  non-beneficiary  students  are  those  who  are  Montana  residents  but  are  not  enrolled 
members  of  a  federally  recognized  Indian  tribe.  Since  the  Tribal  College  Assistance  Program  was 
created  by  the  legislature  in  FY  1 996,  there  has  been  an  average  of  3 11  resident  non-beneficiary 
FTE  students  per  year  attending  tribal  community  colleges  in  Montana. 


Assuming  this  average  continues  into  the  2007  biennium,  funding  at  the  present  law  adjustment  level  of  $96,500  for  the 
2007  biennium  provides  a  total  of  $155  of  state  support  per  non-beneficiary  FTE  student  per  year.  Since  the  inception 
of  the  tribal  college  assistance  program  (20-25-428,  MCA)  the  legislature  has  funded  resident  non-beneficiary  student 
FTE  at  tribal  community  colleges  at  the  following  annual  amounts: 

FY  1996  at  $1,371 

FY  1997  at  $1,369 

FY  1998  at  $0 

FY  1999  at  $0 

FY  2000  at  $1,457 

FY  2001  at  $1,298 

FY  2002  at  $167 

FY  2003  at  $167 

FY  2004  at  $128 

FY  2005  at  $128 

To  fund  this  program  at  the  statutory  maximum  ($1,500  per  FTE  student  per  year)  would  require  an  additional 
appropriation  of  $836,500  in  the  2007  biennium,  based  upon  the  historical  average  of  31 1  student  FTE  per  year. 
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Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 

Base 

PL  Base 

New 

Total 

PL  Base 

New 

Total 

Total 

Budget  Item 

Budget 
Fiscal  2004 

Adjustment 
Fiscal  2006 

Proposals 
Fiscal  2006 

Exec.  Budget 
Fiscal  2006 

Adjustment 
Fiscal  2007 

Proposals 
Fiscal  2007 

Exec.  Budget 

Fiscal  2007 

Exec.  Budget 
Fiscal  06-07 

FTE 

49.20 

0.00 

9.00 

58.20 

0.00 

9.00 

58.20 

58.20 

Personal  Services 
Operating  Expenses 
Equipment 
Benefits  &  Claims 
Transfers 

1,931,167 

3,113,126 

0 

19,921,785 

72.550 

(78,012) 

51,642 

0 

8,936,000 

0 

354,350 

500,000 

0 

0 

0 

2,207,505 

3,664,768 

0 

28,857,785 

72,550 

(77,021) 

61,934 

0 

11,170,000 

0 

353,518 

500,000 

0 

0 

0 

2,207,664 

3,675,060 

0 

31,091,785 

72,550 

4,415,169 

7,339,828 

0 

59,949,570 

145,100 

Total  Costs 

$25,038,628 

$8,909,630 

$854350 

$34,802,608 

$11,154,913 

$853,518 

$37,047,059 

$71,849,667 

Federal  Special 

25,038,628 

8,909,630 

854,350 

34,802,608 

11,154,913 

853,518 

37,047,059 

71,849,667 

Total  Funds 

$25,038,628 

$8,909,630 

$854350 

$34,802,608 

$11,154,913 

$853,518 

$37,047,059 

$71,849,667 

Program  Description 

The  Montana  Guaranteed  Student  Loan  Program  (GSL)  operates  under  federal  regulation  with  federal  funds  to  guarantee 
student  loans  that  are  made  by  private  lenders  to  Montana  higher  education  students.  GSL  purchases  and  services 
student  loans  that  are  in  default,  works  with  students  to  prevent  default,  collects  the  outstanding  balance  from  the 
defaulted  loans  for  repayment  to  the  US  Department  of  Education,  and  provides  training  and  technical  assistance  to 
schools  and  lenders.  The  Montana  Guaranteed  Student  Loan  program  is  authorized  under  Title  20,  Chapter  26,  MCA. 

Program  Highlights 


Guaranteed  Student  Loan  Program 
Major  Budget  Highlights 


The  executive  budget  increases  federal  fiinding  authority  in  the  GSL 
by  $20  million  in  the  2007  biennium  as  follows: 

•  $18  million  to  purchase  defaulted  student  loans  from 
private  lenders 

•  $2. 1  million  to  repay  the  US  Department  of  Education  the 
federal  share  of  funds  collected  from  defaulted  student 
loans 

The  executive  budget  adds  9.00  new  FTE  and  expands  default 
reduction  programs,  funded  with  $1.7  million  of  additional  federal 
revenue. 


Program  Narrative 

Starting  in  1979,  the  Montana  Board  of  Regents  accepted  responsibility  to  serve  as  the  "guarantor"  of  the  funds  private 
lenders  would  loan  to  Montana  students  under  the  federal  student  loan  program.  Without  a  government  entity  serving  as 
guarantor,  there  would  be  little  incentive  for  private  lenders  to  make  student  loans  to  young  people  who  typically  have  a 
high-risk  profile  (based  upon  age,  income  status,  length  of  employment,  and  their  intention  to  be  full-time  students). 
Therefore,  the  Board  of  Regents  created  the  GSL  and  agreed  that  they  would  purchase  defaulted  student  loans  from 
private  lenders  and  take  responsibility  for  collecting  on  these  loans. 
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Funding 

The  following  table  shows  program  funding,  by  source,  of  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor.  Funding  is  from  a  combination  of  federal  and  private  revenues  from  the  loan  services  provided.  There  is 
no  state  fimding,  as  the  loan  programs  require  no  state  match. 


Program  Funding  Table 
Guaranteed  Student  Loan 

Program  Funding 

Base            %  of  Base          Budget 
FY  2004          FY  2004          FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

03000  Federal  Spec.  Rev.  Funds 
Grand  Total 

$25,038,628          100.0%     $34,802,608 
$25,038,628          100.0%     $34,802,608 

100.0% 
100.0% 

$37,047,059 
$37,047,059 

100.0% 
100.0% 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  made  by  the  legislature. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Legislative  decisions 
on  these  items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the 
narrative  descriptions. 


Present  Law  Adjuslmenis 

Fiscal  2007    -    ~ 

General 

State 

Federal 

Total 

General 

State 

Federal 

Total 

FTE                  Fund 

Special 

Special 

Funds 

FTE 

Fund 

Special 

Special 

Funds 

Personal  Services 
Vacancy  Savings 
Inflation/Deflation 
Fixed  Costs 

(797) 

(77.215) 

(665) 

52.307 

238 

(77.259) 

(408) 

62.342 

Total  Statewide  Present  Law  Adjustments 

($26370) 

($15,087) 

DP  9  -  GSL  Increased  Claim  Payments 

0.00                       0 

0 

8,000,000 

8.000.000 

0.00 

0 

0 

10.000.000 

10,000,000 

DP  10  -  GSL  Collection  Recoveries 

0.00                        0 

0 

936,000 

936.000 

0.00 

0 

0 

1,170,000 

1,170,000 

Total  Other  Present  Law  Adjustments 

0.00                      $0 

$0 

$8,936,000 

$8,936,000 

0.00 

$0 

$0 

$11,170,000 

$11,170,000 

Grand  Total  All  Present  Law  Adjustments 

$8,909,630 

$11,154,913 

DP  9  -  GSL  hicreased  Claim  Payments  -  The  executive  budget  proposes  an  additional  $18  million  in  federal  authority  in 
the  2007  biennium  to  fund  claim  payments  that  are  made  to  private  lenders  as  the  GSL  purchases  defaulted  student  loans 
in  their  capacity  as  student  loan  guarantor  and  default  loan  collector. 

DP  10  -  GSL  Collection  Recoveries  -  The  executive  budget  proposes  an  additional  $2.1  million  in  federal  authority  in  the 
2007  biennium  to  fiind  the  anticipated  increase  in  claim  payments  that  are  required  by  law  to  be  paid  to  the  US 
Department  of  Education  as  their  share  of  the  default  loan  collection  recoveries  received  by  the  GSL  from  defaulted 
student  loans. 


hi  1994  Montana  State  University  opted  out  of  the  federal  student  loan  program  administered  by  the 
Montana  Guaranteed  Student  Loan  Program  (GSL),  choosing  an  alternate  federal  program  that  did 
not  use  GSL  as  the  guarantor.  For  the  10  years  1994-2003,  therefore,  the  GSL  portfolio  of  defaulted 
student  loans  did  not  include  those  students  attending  Montana  State  University. 


Ml) 

COM  M  KM 


Starting  in  2004,  Montana  State  University  has  returned  to  the  federal  student  loan  program  that  is  administered  and 
guaranteed  by  the  GSL.  Tlierefore,  the  default  loan  volume  that  the  GSL  is  managing  has  increased  and  their  potential 
market  of  defaulted  loans  has  increased  going  forward. 


> 
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CONT. 


These  two  decision  packages  represent  the  fiscal  preparations  for  the  two  components  of  the  program 
that  GSL  beHeves  are  necessary  in  anticipation  of  this  increased  student  loan  default  volume.  DP  9 
increases  program  authority  to  spend  the  federal  funds  to  purchase  the  default  loans  from  private 
lenders  at  the  default  rate  and  loan  balance  that  is  projected  in  the  2007  biennium.   DP  10  increases 

program  authority  to  expend  federal  funds  from  the  collections  that  are  made  from  student  loans  in  defauh,  to  reunburse 

the  US  Department  of  Education  their  share  of  these  loan  funds. 

Therefore,  these  present  law  adjustment  decision  packages  are  based  upon  the  program  projections  of  the  increased 
federal  authority  that  will  be  needed  to  manage  a  higher  loan  volume,  primarily  a  result  of  the  return  of  Montana  State 
University  to  the  federal  loan  program  that  GSL  administers  and  guarantees. 


New  Proposals 


New  Proposals 

Fiscal  2006- 

General               State 
Program                FTE                  Fund                Special 

-Fiscal  2007    -    - 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

State 
Special 

Federal 

Special 

Total 
Funds 

DP  1 1  -  GSL  Default  Reduction  and  Outreach 
12              0.00                      0 

DP  12 -Add  9  FTE  to  GSL 

12               9.00                        0 

Total              9.00                     $0 

0 

0 

$0 

500,000 

354,350 

$854,350 

500,000 

354,350 

$854,350 

0.00 
9.00 
9.00 

0 

0 

$0 

0 

0 

$0 

500,000 

353,518 

$853,518 

500,000 

353,518 

$853,518 

DP  1 1  -  GSL  Default  Reduction  and  Outreach  -  The  executive  budget  proposes  a  $1  million  increase  of  federal  authority 
for  the  Montana  Guaranteed  Student  Loan  Program  (GSL)  to  conduct  targeted  outreach  and  default  reduction  program 
activities. 


LI  I) 
COIMIVIENT 


The  US  Department  of  Education  has  established  fimding  to  support  the  development  and 
implementation  of  outreach  and  default  reduction  strategies  by  student  loan  guaranty  agencies. 
GSL  has  developed  programs  that  target  low  income  and  other  at-risk  students,  including 

scholarship  opportimities.    This  decision  package  is  intended  to  expand  these  programs  through  the  use  of  these 

additional  federal  fUnds. 


DP  12  -  Add  9  FTE  to  GSL  -  The  executive  budget  proposes  the  addition  of  9.00  FTE  to  the  GSL  at  a  cost  of  $0.7 
million  of  federal  funding  in  the  2007  biermium. 


LID 
COM  MEN  I 


In  anticipation  of  the  increase  in  default  loan  volume  resulting  primarily  from  the  return  of  the 
Montana  State  University  student  loan  program,  the  executive  budget  adds  the  following  9.00  FTE 
to  the  Montana  Guaranteed  Student  Loan  Program  (GSL): 


•  Information  Technology  Specialist  -  2.00  FTE 

•  Default  Prevention  Counselor  -  2.00  FTE 

•  Outreach  Coordinator  -  2 .00  FTE 

•  Events  Coordinator  -  1 .00  FTE 

•  Communication  Specialist  -  1 .00  FTE 

•  Collections  Technician  -  1 .00  FTE 

In  addition  to  default  loan  collections,  GSL  stages  events  and  provides  outreach  and  financial  counseling  to  students  and 
graduates  to  help  prevent  loan  default  and  to  assist  with  personal  budgeting  skills  training  so  that  repayment  schedules 
may  be  met 


Commissioner  Of  Higher  Ed  E-154  Guaranteed  Student  Loan  Pgm 


Commissioner  Of  Higher  Ed 


13-Board  Of  Regents-admln 


Program  Proposed  Budget 

The  following  table  summarizes  the  executive  budget  proposal  for  this  program  by  year,  type  of  expenditure,  and  source 
of  funding. 


Program  Proposed  Budget 
Budget  Item 

Base 

Budget 
Fiscal  2004 

PL  Base 

Adjustment 
Fiscal  2005 

New 
Proposals 
Fiscal  2006 

Total 
Exec.  Budget 
Fiscal  2006 

PL  Base 

Adjustment 
Fiscal  2007 

New 
Proposals 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  2007 

Total 
Exec.  Budget 
Fiscal  06-07 

FTE 

o.ou 

o.uu 

0.00 

0.00 

0.00 

0.00 

0.00 

0.00 

Personal  Services 
Operating  Expenses 

7.200 
27,285 

0 

10.000 

0 

0 

7.200 

37,285 

0 

10,000 

0 

0 

7,200 
37,285 

14.400 
74.570 

Total  Costs 

S34,48S 

$10,000 

$0 

$44,485 

$10,000 

$0 

$44,485 

$88,970 

General  Fund 

34,485 

10,000 

0 

44,485 

10,000 

0 

44,485 

88,970 

Total  Funds 

$34,485 

$10,000 

$0 

$44,485 

$10,000 

$0 

$44,485 

$88,970 

Program  Description 

The  Board  of  Regents  administration  program  provides  secretarial  support,  travel  (mileage,  lodging,  and  food)  and  per 
diem  to  maintain  board  operations.  Under  Article  X,  Section  9,  Montana  Constitution,  and  20-25-301,  MCA,  the  Board 
of  Regents  has  full  power,  responsibility,  and  authority  to  supervise,  coordinate,  manage,  and  control  the  Montana 
University  System. 

Program  Highlights 


Board  of  Regents 
Major  Budget  Highlights 


•     The  executive  budget  increases  general  fund  by  $20,000  in  the  2007 
biennium  to  restore  the  budget  to  the  FY  2004  authorized  level. 


Funding 

The  following  table  shows  program  funding,  by  source,  for  the  base  year  and  for  the  2007  biennium  as  recommended  by 
the  Governor.  Funding  is  entirely  from  general  fund. 


Program  Funding  Table 
Board  Of  Regents-Admin 

Program  Funding 

Base           %  of  Base         Budget 
FY  2004         FY  2004         FY  2006 

%  of  Budget 
FY  2006 

Budget 
FY  2007 

%  of  Budget 
FY  2007 

01000  General  Fund 
Grand  Total 

$       34,485            100.0%     $       44,485 
$       34,485            100.0%     $      44,485 

100.0% 
100.0% 

$      44.485 
$       44,485 

100.0% 
100.0% 

Present  Law  Adjustments 

The  "Present  Law  Adjustments"  table  shows  the  primary  changes  to  the  adjusted  base  budget  made  by  the  legislature. 
"Statewide  Present  Law"  adjustments  are  standard  categories  of  adjustments  made  to  all  agencies.  Legislative  decisions 
on  these  items  were  applied  globally  to  all  agencies.  The  other  numbered  adjustments  in  the  table  correspond  to  the 
narrative  descriptions. 
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Commissioner  Of  Higher  Ed 

13-Board  Of  Regent 

s-admin 

Present  Law  Adjustments 

Fiscal  2007  

General                State 
FTE                  Fund                Special 

Federal 
Special 

Total 
Funds 

FTE 

General 
Fund 

Stale                Federal 
Special             Special 

Total 
Funds 

Personal  Services 

(7,200) 

(7,200) 

Total  Statewide  Present  Law  Adjustments 

($7,200) 

($7,200) 

DP  14  -  Restore  Regents  Budget  to  FY04  authorized  levels 

0.00              10,000                      0 

DP  15  -  Restore  Base  -  Per  Diem 

0.00                 7,200                       0 

0 
0 

10,000 
7,200 

0.00 
0.00 

10,000 
7,200 

0                      0 
0                      0 

10,000 
7,200 

Total  Other  Present  Law  Adjustments 

0.00            $17^00                     SO 

SO 

$17^00 

0.00 

$17^00 

$0                    SO 

$17,200 

Grand  Total  All  Present  Law  Adjustments 

$10,000 

$10,000 

DP  14  -  Restore  Regents  Budget  to  FY04  authorized  levels  -  The  executive  budget  increases  general  fund  authority 
$20,000  in  the  2007  biennium  to  restore  funding  to  the  FY  2004  authorized  level.  Due  to  board  reorganization,  the 
Board  of  Regents  did  not  spend  the  full  FY  2004  authorization.  Since  the  board  has  now  changed  its  committee  and 
meeting  structure,  meeting  more  days  each  meeting  month,  the  executive  budget  restores  the  fiill  FY  2004  budget 
authorization. 


LFD 
COMIVIENT 


At  the  September  2004  Board  of  Regents  meeting,  members  approved  a  new  committee  structure 
and  amended  the  bylaws  with  the  intention  of  appointing  members  and  launching  regular  committee 
meetings  in  November  2004.    Up  to  that  point,  most  board  committees  had  not  been  meeting. 
Under  the  reorganized  committee  structure,  the  board  plans  to  meet  bi-monthly  for  three  days. 


This  executive  budget  general  fund  authorization  for  the  2007  biennium  maintains  the  five-year  historical  average 
expenditure  level  in  this  program. 


DP  15  -  Restore  Base  -  Per  Diem  -  The  executive  budget  restores  the  $50  per  diem  paid  to  Regents  to  serve  on  the  board, 
adjusting  this  expenditiire  to  the  actual  FY  2004  base  year  level. 


LFD 
ISSUE 


Board  per  diem  is  zero  based  so  that  this  adjustment  is  required  each  biennium  to  restore  authority  for  this 
expenditure. 
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Section  F 


JOINT  SUBCOMMITTEES  OF  HOUSE  APPROPRIATIONS 
AND  SENATE  FINANCE  COMMITTEES 


-Aeencies- 


Long  Range  Building  Program 

State  I^ilding  Energy  Conservation 

Treasure  State  Endowment  Program 

Treasure  State  Endowment  Regional  Water  System 


Renewable  Resource  Grant  &  Loan  Program 
Reclamation  &  Development  Grant  Program 
Cultural  &  Aesthetic  Grant  Program 


-Committee  Members- 


1  louse* 

Representative  Tim  Callahan 
r^epresentative  Joey  Jayne 
Representative  Jack  Wells 
Representati\  e  John  Witt 


Senate 

Senator  John  Brueggeman 
Senator  Mike  Cooney 
Senator  Bob  Keenan 
Senator  Jon  Tester 


-Fiscal  Dixision  Staff- 


Catherine  Duncan 


*  At  press  time,  an  election  challenge  with  potential  impact  on  committee  structure  is  still  unrcsoK  cil 
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Program  Description 

In  1963,  the  legislature  enacted  the  Long-Range  Building  Program  (LRBP)  to  provide  funding  for  construction, 
alteration,  repair,  and  maintenance  of  state-owned  buildings  and  grounds.  The  program  was  developed  in  order  to 
present  a  single,  comprehensive,  and  prioritized  plan  for  allocating  state  resources  for  the  purpose  of  capital 
construction  and  repair  of  state-owned  facilities.  Historically,  the  LRBP  has  been  funded  with  a  combination  of 
cash  accounts  and  bonding.  The  various  types  of  cash  accounts  include  state  and  federal  special  revenue  fiands, 
other  funds  (such  as  university  and  private  funds),  and  long-range  building  program  account  funds. 

Figure  1  summarizes  capital  project  appropriations  for  each  biennium  since  1985. 


Capital  Projects  Appropriated  by  Biennium 

1985  Biennium  to  2007  Biennium  (in  millions) 

LRBP 

Total 

Total  Cash 

Projects 

General 

Other 

Cash 

G.O. 

&  Bonded 

Biennium 

FutiiJ 

Fund 

Funds 

Projects 

Bonds 

Projects 

1985 

$10,870 

$0,000 

$15,693 

$26,563 

$39,335 

$65,898 

1987 

10.518 

- 

19.202 

29.720 

8.550 

38.270 

1989 

6.247 

- 

11.440 

17.687 

- 

17.687 

1991 

7.515 

- 

21.556 

29.071 

3.823 

32.894 

1993 

8.382 

1.768 

70.052 

80.202 

48.561       ' 

128.763 

1995 

3.119 

2.600 

30.898 

36.617 

6.460 

43.077 

1997 

7.835 

4 

145.191 

153.026 

41.865 

194.891 

1999 

9.160 

- 

69.164 

78.324 

43.319 

121.643 

2001 

7.515 

0.170 

107.936 

115.621 

33.404 

149.025 

2003 

5.490 

- 

75.325 

80.815 

25.025 

105.840 

2005 

3.282 

- 

76.458 

79.740 

- 

79.740 

2007     ' 

5.128 

30.000 

120.976 

156.104 

5.100 

161.204 

1  The  1993  legislature  reduced  the  pnson  expansion  by  $12.7  miUion, 

2  HB46  divencd  cigarette  tax  revenues  from  the  capital  projects 

fund  10  a  state  special  revenue  fund  for  the  operation  of   1 

veterans'  homes.  This  $2.6  milhon  reduction  m 

the  capital  projects  fund  was  offset  by  a  general  fund  appropriation. 

3  Other  funds  include  non-general  fund  source 

,  such  as  state  and  federal  special  revenue  fiinds,  private  contributions,  and 

miscellaneous 

other"  funds. 

4  Excludes  the  $3.5  million  general  tund  appropnation  to  OPI  for  state  advances  and  reimbursements  for  school  facihties  j 

(HB5).  This  was  not  pan  of  the  long  range  building  progranL 

5  Amounts  provided  for  (he  . 

007  biennium  are 

based  upon  the  executive  recommendation. 

Figure  1 

Executive  Recommendation 

The  executive  request  for  the  Long-Range  Building  Program  totals  $161.2  million  for  the  2007  biennium.  The 
request  includes  a  one-time  general  ftjnd  transfer  to  the  long  range  building  fund  for  cash  projects  to  do 
maintenance  for  state  buildings.  This  represents  an  increase  of  more  than  102  percent  from  the  2005  biennium. 
During  the  2005  biennium,  there  were  no  projects  funded  with  bonds,  and  the  executive  proposal  included  only 
one  bonded  project  for  the  2007  biennium.  The  funding  for  the  various  cash  and  bonding  projects  is  as  follows: 

o     $5.1  million  long  range  building  program  projects  funding 

o     $30.0  million  general  fund  (one-time  transfer) 

o     $34.8  million  state  special  revenue 

o     $1 1 .9  million  federal  special  revenue 

o     $74.3  million  "other"  funds 

o     $71 .6  million  University  donations,  grants,  state  funds,  auxiliary  funds,  and  higher  education  funds 
o     $2.7  million  in  all  other  agency  donations  and  grants 

o     $5.1  million  in  General  Obligation  Bonds 
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LRBP  Cash  Program 

Figure  2  shows  the  projects  recommended  by  the  executive,  listed  by  agency.  Those  projects  denoted  with  an 
asterisk  are  new  construction  and  amount  to  $65  million,  or  41.7  percent,  of  the  total  cash  program.  The 
remaining  $91  million  of  projects  are  deferred  maintenance  and  repairs.  The  listed  projects  will  be  requested  in 
HB  5  (cash  projects)  and  are  numbered  to  indicate  priority. 


Long-Range  Building  Program  -  Cash  Projects 

HB5 

-  2007  Biennium 

Executive  Recommendations 

-  Cash  Projects 

Project 

LRBP 

State  Special 

Fed  Special 

Other  Funds 

Total 

Department  of  Administration 

1    Roof  Repairs  &  Replacement 

$3,091,700 

$206,500 

$3,298,200 

2    Repair/Preserve  Building  Exteriois 

500,000 

500,000 

3    Window  Repairs  &  Replacement 

1,275,000 

1,275,000 

4    Deferred  Maintenance,  Montana  Law  Enforcement  Academy 

765,000 

765,000 

5    Ha2ardous  Materials  Abatement 

500,000 

500,000 

6   Code/Deferred  Maintenance  Projects 

1,307,300 

45,000 

1,352,300 

8    Repair  Deteriorated  Campus  Infrastructure 

550,000 

550,000 

9    Major  Maintenance  and  Repairs  to  State  Capitol 

500,000 

500,000 

20  Upgrade  Fire  Alarm  Systems 

400,000 

400,000 

23  Repair  Elevators,  Capitol  Conplex 

800,000 

800,000 

34  Upgrade  1 1 00  North  Last  Chance  Gulch 

1,808,000 

1,808,000 

36  Replace  Clearwater  Unit  Fire  Cache 

250,000 

250,000 

40  Federal  Spending  Authority 

2,000,000 

2,000,000 

41  Western  Montana  Veterans'  Cemetery,  Missoula* 

3,200,000 

3,200,000 

42  Montana  State  Veterans'  Cemetery  Columbarium,  Ft  Harrison* 

500,000 

500,000 

Department  of  Corrections 

1 1    Inprove  Water  System,  MSP-Deer  Lodge 

125,000 

125,000 

14    Inprove  High-Side  Kitchen  Ventilation,  MSP-Deer  Lodge 

117,300 

117,300 

35    Improve  Perimeter  Security,  MSP-Deer  Lodge 

1,400,000 

1,400,000 

Department  of  Fish,  WUdlife,  and  Parks 

53  Big  Springs  PCB  Qeanup 

2,375,000 

2,375,000 

4,750,000 

54  Future  Fisheries 

1,190,000 

1,190,000 

55  FAS  Acquisition 

650,000 

100,000 

750,000 

56  FAS  Maintenance 

350,000 

350,000 

57  FAS  Site  Protection 

800,000 

800,000 

58  Hatchery  Maintenance 

575,000 

575,000 

1,150,000 

59     Community  Fishing  Ponds 

50,000 

50,000 

60     Repair  Dams 

264,000 

264,000 

61      Rose  Creek  Hatchery* 

975,000 

975,000 

62  Boat  Washing  Stations 

25,000 

75,000 

100,000 

63     Fish  Cleaning  Stations 

112,500 

37,500 

150,000 

64     Fort  Peck  Storage/Office  Space* 

50,000 

400,000 

450,000 

65      Habitat  Montana 

5,430,000 

5,430,000 

66     Upland  Game  Bird  Program 

1,220,000 

1,220,000 

67  Wildlife  Habitat  Maintenance 

750,000 

750,000 

68  Migratory  Bird  Stanp  Program 

625,000 

625,000 

69  Motorboat  Recreation 

2,305,000 

2,000,000 

4,305,000 

70  Cultural  &  Historic  Parks 

2,245,000 

300,000 

2,545,000 

71  Grant  Programs/Federal  Projects 

330,000 

5,000,000 

5,330,000 

72  Admin  Facilities  Repair,  MaintenarKe  &  Improvements 

800,000 

800,000 

Figure  2 
Continued  on  next  page 
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Long-Range  Building  Program  -  Cash  Projects 

HB5- 

2007  Biennium 

Executive  Recommendations 

-  Cash  Proiects                      | 

Proiect 

LRBP 

State  Special   Fed  Special 

Other  Funds 

Total 

Department  of  Public  Health  and  Human  Services 

17   Facility  Improvements,  Montana  State  Hospital- Warm  Springs 

$595,500 

$595,500 

29   Facility  Improvements.  MDC-Boulder 

219,140 

219,140 

3 1   Demolish  Abandoned  Buildings 

1,930,000 

1.930,000 

33  Secure  Housmg  Unit,  MDC-Boulder 

2,542,000 

2,542,000 

37  Special  Care  Unit  Renovations,  EMVH-Glendive 

475,000 

475,000 

38  Facility  Renovation  and  Improvements,  MVH-Columbia  Falls 

465,000 

465,000 

39   Authonty  to  Construct  Chapel,  MSH-Warm  Springs' 

350,000 

350.000 

Department  of  Transportation 

43  Maintenance,  Repair  and  Small  Projects,  Statewide 

3,515,000 

3,515,000 

44   Equipment  Storage  Buildings,  Statewide* 

5,775,000 

5,775.000 

45  Chiller/Coolmg  Towers  Replacement,  Helena  Headquarters 

350,000 

350.000 

46  Office  Addition,  Billings* 

500,000 

500,000 

Montana  School  for  the  Deaf  and  Blind 

32   Facility  Improvements 

400,000 

400,000 

Montana  University  System  -  Statewide 

7    ADA/Code/Deferred  Maintenance  Projects 

1,400,000 

1,400,000 

21   Classroom/Laboratory  Upgrades 

1,000,000 

1,000,000 

Montana  State  University 

12   Upgrade  HVAC  Systems  -  Pershmg  &  Brockman  Halls,  Northern 

524,000 

524,000 

1 3  Heating  System  Improvements  -  Academic  Center  &  McMullen  Halls 

,  Billings 

245,000 

245,000 

16  HVAC  System  Repairs  and  Upgrades.  GFCOT 

650,000 

650.000 

22  Facility  Repairs  &  Improvements,  Billings 

545,000 

545,000 

24   Heating  Plant  Phase  3.  Bozeman 

950,000 

950,000 

26  Water/Sewer  System  Repairs  and  Maintenance,  Bozeman 

750,000 

750,000 

1,500,000 

27  Upgrade  Primary  Electrical  Distribution.  Bozeman 

250,000 

250,000 

500.000 

28   Facility  Repairs  and  Improvements.  AES 

480,000 

480.000 

30  Campus  Improvements.  Northern 

640,000 

300,000 

940,000 

5 1    General  Spending  Authonty,  All  Campuses 

7,000,000 

7,000,000 

52   VisComm  Black  Box  Theater,  Bozeman* 

2,750,000 

2,750,000 

University  of  Montana 

10  Upgrade  Steam  Distribution  System,  Missoula 

5.935,000 

3,060,000 

8,995,000 

1 5  Mining  &  Geology  Building  Mechanical  System  Renovation,  Butte 

920.000 

920,000 

18  Upgrade  Health  Sciences  HVAC  System  ■  Phase  2.  Missoula 

970,000 

970,000 

1 9  Renovate  Domestic  Water  Distnbution  System,  Dillon 

183.100 

183,100 

25  Renovate  HVAC  Systems  -  Science  Complex  3rd  &  4th  Floors,  Missoula 

610.000 

610,000 

47  General  Spending  Authority,  All  Campuses 

7,000,000 

7,000,000 

48  New  Construction  -  Consolidate  Campus,  MCOT* 

24,500,000 

24,500.000 

49  NewGallery  Space,  Missoula* 

6,000,000 

6,000,000 

50  New  Forestry  Complex,  Missoula* 

Total  Cash  Programs 
*  Denotes  new  construction 

- 

- 

20,000,000 
$74,297,500 

20,000,000 
$156,103,540 

$35,128,040 

$34,764,000  $11,914,000 

Figure  2  (continued  from  previous  page) 


LRBP  Bonded  Program 

The  executive  recommends  a  general  obligation  (G.O.)  bond  issue  for  one  LRBP  project.  The  Montana 
Department  of  Transportation  (DOT)  will  use  bonded  funds  for  the  LRBP  construction  of  equipment  storage 
buildings  statewide.  Although  G.O.  bonds  obligate  the  fiill  faith  and  credit  of  the  state  general  fund,  the  bonds 
will  be  paid  with  DOT  state  special  revenue  funds.  The  request  for  $5.1  million  will  be  included  in  the  LRBP 
bond  bill. 


The  conditions  of  the  DOT  bond  proposal  is  as  follows: 

o     The  Board  of  Investments  (BOI)  will  issue  bonds  in  late  FY  2006 

o     The  bonds  will  have  a  10-year  maturity 

o     The  bonds  will  have  an  interest  rate  of  5.3  percent 

o     Debt  service  would  be  approximately  $658, 1 32  per  year 

o     Debt  service  payment  will  be  made  by  the  Department  of  Administration  with  funds  transferred  from 

DOT  state  special  revenue 
o     Debt  service  payments  would  begin  in  FY  2007  and  continue  through  FY  201 7 
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The  assumptions  used  in  the  above  conditions  are  subject  to  change.  Changes  in  the  assumption  of  the  date  of 
issue  will  cause  changes  in  the  timing  of  the  first  debt  service  payment.  Changes  in  the  years  of  maturity  or 
interest  rate  will  cause  changes  to  the  required  debt  service. 

NOTE: 

Because  these  are  general  obligation  bonds,  they  constitute  a  state  debt  that  requires  a  two-thirds  vote  of  the 
members  of  each  house  of  the  legislature. 

Funding  -  Cash  Program 

Funding  for  the  Long-Range  Building  Program  comes  from  various  sources  including  the  long-range  building 
program  account,  state  special  revenue  funds,  federal  funds,  and  other  funds  (such  as  university  funds,  private 
funds,  and  capitol  land  grant  funds).  Although  the  LRBP  account  does  not  represent  the  largest  portion  of 
funding  for  capital  projects,  the  revenues  allocated  to  this  account  typically  represent  the  only  specific 
commitment  of  state  funds  for  capital  projects.  In  the  2007  biennium  only,  the  executive  recommendation 
proposes  a  greater  commitment  to  state  building  maintenance  by  including  a  one-time  general  fund  transfer  of  $30 
million  to  the  LRBP  account.  The  LRBP  account  revenues  include  a  2.6  percent  distribution  of  cigarette  tax 
revenue  and  12.0  percent  distribution  of  coal  severance  tax  revenue.  Other  income  includes  LRBP  interest 
earnings  and  supervisory  fees  paid  to  the  Architecture  and  Engineering  Division  (A&E)  of  the  Department  of 
Administration. 

The  LRBP  account  also  receives  some  funds  fi^om  the 
State  Building  Energy  Conservation  Program. 
Through  this  program,  the  state  issues  general 
obligation  (G.O.)  bonds,  uses  the  bond  proceeds  to 
pay  for  energy  efficiency  improvements,  then  uses  the 
resulting  energy  cost  savings  to  pay  the  debt  service 
on  the  bonds.  The  projects  are  designed  so  that  the 
cost  savings  exceed  the  bond  debt  service  payments. 
Excess  savings  are  transferred  to  the  long-range 
building  program. 

Figure  3  shows  the  projected  fund  balance  for  the 
LRBP  accoimt  for  the  2007  biennium.  As  shown, 
approximately  $35.1  million  is  requested  for  cash 
projects  in  HB  5,  leaving  an  estimated  ftind  balance  of 
$426,583  at  the  end  of  the  2007  biennium.  The  fund 
balance  estimate  includes  the  proposed  transfer  of  $30 
million  from  the  general  fund.  This  estimated  ending 
ftind  balance,  prepared  by  the  LFD,  is  slightly  higher 
than  that  shown  in  the  executive  budget,  primarily 
because  of  higher  estimated  cigarette  tax  revenues,  as 
adopted  by  the  Revenue  and  Transportation  Interim 
Committee  (RTIC).  The  difference  in  the  ending  fund 
balances  is  approximately  $382,000. 


Figure  3 


Long-Range  Building  Program  Account 

Fund  Balance  Projection  200' 

'Biennium 

Estimated  Beginning  Cash  Balance  (July  1 ,  2005) 

$613,164 

Revenues,  2007  Biainiura' 

Cigarette  Tax 

$3,761,000 

Coal  Severance  Tax 

7,380,000 

Interest  Earnings 

507,827 

Supervisory  Fees 

301,712 

DEQ  Transfer-Energy  Savings 

159,741 

Total  Revenues 

$12,110,280 

Fuixls  Available 

12,723,444 

Expenditures 

Operating  Costs-A  &  E  Division 

(2,505,747) 

Debt  Service-2003G^ 

(3,730,702) 

Debt  Service- 1997B 

(882,778) 

Debt  Service-1999C 

(1,379,594) 

Funding  Switch' 

1,330,000 

Total  Expenditures-Excluding  Capital  Projects 

(7,168,821) 

Funds  Available  for  Capital  Projects 

5,554,623 

One  Time  General  Fund  Transfer" 

30,000,000 

Total  Available  for  Capitol  Projects 

35,554,623 

Executive  Proposals  LRBP  Cash  Account'' 

(35,128,040) 

LRBP  Proposed  Ending  Cash  Balance 

$426.583 

'Based  on  RTIC  revenue  estimates 

■Retinance  of  I996D  issue 

'Debt  Service  Funding  Switch,  2001  legislative  session 

TExecutive  budget  proposal 
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COMMKNT 


General  Fund  Transfer  -  Deferred  Maintenance:  The  LRBP  proposal  represents  an 
effort  by  the  executive  to  halt  the  increase  and  provide  a  minimal  rollback  in  the  backlog  of 
major  repairs  and  maintenance  projects  within  state-owned  facilities  and  campuses.  The 
executive  proposal  recommends  the  transfer  of  $30.0  million  for  major  repairs,  maintenance,  replacement,  and 
renovation  projects.  All  projects  funded  with  the  transfer  address  facility  repairs,  renovations  and  deficiencies, 
and  replacement  of  deteriorated  components  or  buildings.  None  of  the  proposed  LRBP  projects  will  result  in 
additional  continuing  costs  upon  completion. 

While  the  total  extent  of  outstanding  deferred  maintenance  is  unknown,  the  total  is  thought  to  amount  to  over 
$100  million.  At  this  time,  the  Architecture  and  Engineering  Division  (A&E)  is  attempting  to  calculate  the  total 
outstanding  deferred  maintenance  for  the  state  complex  for  presentation  to  the  Long-Range  Planning 
Appropriation  Subcommittee. 


LFD 
ISSUE 


Maintenance  Funding:  While  not  readily  apparent  in  the  2007  biennium,  the  LRBP  continues  to 
experience  reduced  revenues  that  could  become  a  significant  problem  in  the  future.  The  LRBP  cash 
program  has  been  supported  by  distributions  from  cigarette  tax  for  many  years.  Coal  severance  tax 
support  was  added  to  the  LRBP  to  provide  debt  service  payments  on  three  bond  issues  and  since  has  become 
increasingly  important  to  the  support  of  the  program.  These  two  revenue  sources  provide  the  greatest  part  of  the 
funding  for  the  LRBP.  Unfortunately,  both  the  cigarette  tax  and  the  coal  severance  tax  sources  have  experienced 
a  diminishing  base  for  revenue  collections,  and  the  base  of  the  cigarette  tax  is  expected  to  continue  to  deteriorate 
in  future  years. 

Deferred  maintenance  is  the  vehicle  used  to  care  for  and  maintain  state  buildings.  Without  a  comprehensive 
deferred  maintenance  program,  the  state  would  likely  incur  increased  expenses  in  state  buildings.  The  cost  of 
deferred  maintenance  increases  both  as  an  issue  of  time  (maintenance  costs  increase  as  building  grow  older  and 
inflation  increases  costs  in  time)  and  as  buildings  are  added  to  the  state's  inventory.  Since  the  early  1980's,  LRBP 
account  revenues  have  declined  from  an  annual  proportion  of  1.74  percent  to  a  current  0.15  percent  of  building 
replacement  value.  A&E  estimates  that  not  less  than  1  percent,  or  near  $11.0  million,  of  building  replacement 
value  should  be  re-invested  in  state  owned  building  annually  for  deferred  maintenance  of  Montana's  $1.1  billion 
of  general  fund  supported  state  owned  buildings  (including  the  University  system).  The  1  percent  of  building 
replacement  value  addresses  construction  needs  beyond  what  would  be  considered  typical  operations  and 
maintenance  included  in  the  operational  budgets  of  the  state  agencies. 

Reduced  revenues  and  increased  expenses  can  only  equate  to  problems  for  the  LRBP  in  the  future.  The  Long 
Range  Planning  Appropriations  Subcommittee  may  wish  to  consider  facilitating  change  for  the  flmding 
mechanisms  for  the  deferred  maintenance  program. 


Legislative  Budget  Analysis  2007  Biennium  F-5  Legislative  Fiscal  Division 


STATE  BUILDING  ENERGY  CONSERVATION 


Program  Description 

The  State  Building  Energy  Conservation  Program  (SBEC),  administered  by  the  Department  of  Environmental 
Quality  (DEQ),  was  established  by  the  1989  legislature  to  reduce  operating  costs  of  state  facilities  by  identifying 
and  funding  cost-effective  energy  efficiency  improvement  projects.  Statutory  authority  is  found  in  Title  90, 
Chapter  4,  part  6,  MCA.  Energy  efficiency  improvements  include: 

o     Replacing  old,  inefficient  boilers 

o     Upgrading  inefficient  lighting 

o     hicreasing  ventilation  system  efficiency 

o     hisulating  buildings 

o     Providing  more  effective  temperature  controls 

Until  FY  2004,  the  definitions  for  Title  90,  MCA,  allowed  only  energy  conservation  projects  to  be  included  in  the 
SBEC  program.  In  2003,  the  Fifty-eighth  Legislature  amended  90-4-602,  MCA,  to  define  energy  cost  savings  as 
"savings  in  utility  costs  to  a  state  agency".  Consequently,  water  conservation  projects  can  now  be  funded  through 
the  program. 

Through  the  SBEC  program,  the  state  issues  general  obligation  (G.O.)  bonds,  uses  the  bond  proceeds  to  pay  for 
energy  efficiency  improvements,  then  uses  the  resulting  energy  cost  savings  to  pay  the  debt  service  on  the  bonds. 
The  projects  are  designed  so  that  the  cost  savings  exceed  the  bond  debt  service  payments.  Excess  savings  are 
transferred  to  the  Long-Range  Building  Program  (LRBP).  To  date,  61  energy  conservation  projects  have  been 
completed  through  the  SBEC  program,  and  additional  projects  are  in  various  stages  of  completion.  Since 
program  inception,  the  state  has  spent  a  total  of  $4.4  million  in  oil  overcharge  fimds  and  $10  million  in  G.O.  bond 
proceeds  to  fund  the  projects. 

Since  the  SBEC  program  was  started  in  FY  1994  and  continuing  through  FY  2004,  the  SBEC  program  has 
captured  energy  savings  of  $7.5  million,  and  the  anticipated  savings  for  FY  2005  adds  another  $0.9  million  to  the 
total.  All  savings  that  remain  after  the  DEQ  pays  interest  and  principal  on  the  related  bond  issues  are  "swept"  into 
the  LRBP  to  fiand  additional  projects.  The  estimated  sweep  for  the  next  biennium  is  $144,741,  but  with  the 
maturity  of  the  initial  G.O.  bond  issue,  the  energy  savings  sweeps  are  expected  to  increase  because  the  project 
debt  service  payments  will  end.  Program  requirements  ensure  that  conservation  measures  have  a  service  life  of  1 5 
years.  However,  energy  savings  are  expected  through  the  life  of  the  project. 

The  first  issuance  of  bonds  for  the  SBEC  occurred  in  1993.  The  1993  issue  of  $1.5  million,  a  10-year  issue, 
reached  maturity  in  late  FY  2004.  Since  the  first  issue  in  1993,  the  Board  of  Investments  has  issued  five 
additional  bonds  to  provide  SBEC  program  funding.  The  second  SBEC  issue  will  reach  maturity  and  a  seventh 
bond  will  be  issued  in  FY  2005.  At  the  beginning  of  FY  2005,  total  issuance  of  bonded  debt  for  the  program  is 
$8.5  million. 

Executive  Recommendation 

The  executive  proposal  for  the  SBEC  Program  for  the  2007  biennium  calls  for  the  2005  Legislamre  to  authorize 
the  state  Board  of  Examiners  to  issue  up  to  $2.5  million  in  G.O.  bonds  for  the  purpose  of  funding  energy 
conservation  projects.  Following  is  a  list  of  projects  identified  by  the  executive  for  the  SBEC  program  for  FY 
2006  and  2007. 
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State  Building  Energy  Conservation  Projects 
Executive  Recommendations 


Projections  in  Design  or  Construction 

o     University  of  Montana  -  Montana  Tech 
o     Petroleum  Building,  Butte 

Lighting  improvements 

Projections  in  Development 

o     Department  of  Administration 
o     Mitchell  Building,  Helena 

Building  improvements 
o     Museum  Building,  Helena 

Boiler  and  control  improvements 

o     Dept  of  Public  Health  and  Human  Services 

o     Montana  Mental  Health  and  Nursing  Care  Center,  Lewistown 
Phase  II  boiler  upgrade 

o     Department  of  Fish,  Wildlife  and  Parks 

o     FWP  Miles  City  Headquarters  Building,  Miles  City 
Lighting  and  other  improvements 

o     Montana  State  University  -  Northern 

o     Advanced  Technology  Center  Building,  Havre 

Campus  irrigation  through  well  water 

o     Preliminary  LRBP  Projects 

o     All  of  the  proposed  HB  12  projects  have  been  coordinated  with  the  LRBP  selection  process. 


I 


Funding 

The  authority  for  the  issuance  of  G.O.  bonds  to  finance  the  projects  listed  above  will  be  requested  in  HB  1 2.  Up  to 
$2.5  million  in  bond  proceeds  from  the  sale  of  G.O.  bonds  are  to  be  used  to  fund  the  energy  efficiency 
improvements.  The  savings  in  energy  costs  that  result  from  the  projects  are  used  to  make  the  bond  payments  and 
fund  future  projects. 

NOTE: 

Because  these  are  G.O.  bonds,  they  constitute  a  state  debt  that  requires  a  two-thirds  vote  of  the  members  of  each 
house  of  the  legislature. 


Legislative  Budget  Analysis  2007  Biennium  F-7  Legislative  Fiscal  Division 


TREASURE  STATE  ENDOWMENT  PROGRAM 


Program  Description 

The  Treasure  State  Endowment  Program  (TSEP)  is  a  state  infrastructure-financing  program  approved  by  Montana 
voters  with  the  passage  of  Legislative  Referendum  1 10  in  June  1992.  Grant  funding  for  the  program  is  derived 
from  the  investment  earnings  of  the  Treasure  State  Endowment  trust.  TSEP  loans  are  funded  with  proceeds  of 
bonds  backed  by  the  permanent  coal  severance  tax  trust.  According  to  90-6-702,  MCA,  the  purpose  of  TSEP  is  to 
assist  local  governments  in  funding  infrastructure  projects  that  will: 

o     Create  jobs  for  Montana  residents 

o     Promote  economic  growth  in  Montana  by  helping  to  fmance  the  necessary  infrastructure 

o     Encourage  local  public  facility  improvements 

o  Create  a  partnership  between  the  state  and  local  governments  to  make  necessary  public  projects 
affordable 

o     Support  long-term,  stable  economic  growth  in  Montana 

o     Protect  future  generations  from  undue  fiscal  burdens  caused  by  financing  necessary  public  works 

o     Coordinate  and  unprove  infrastructure  financing  by  federal,  state,  local  government,  and  private  sources 

o     Enhance  the  quality  of  life  and  protect  the  health,  safety,  and  welfare  of  Montana  citizens 

Infrastructure  projects  include  drinking  water  systems,  wastewater  treatment  facilities,  sanitary  sewer  or  storm 
sewer  systems,  solid  waste  disposal  and  separation  systems,  and  bridges. 


o 
o 


Eligible  applicants  include  cities,  towns,  counties,  and  tribal  governments,  or  county  or  multi-county  water,  sewer 
or  solid  waste  districts.  TSEP  applications  are  submitted  to  the  Department  of  Commerce  (DOC)  on  a  biennial 
basis  where  they  are  evaluated  according  to  a  two-step  process  and  are  ranked  according  to:  1)  seven  statutory 
priorities;  and  2)  relative  financial  need.  The  seven  statutory  priorities  focus  on  projects  that: 

o     Solve  urgent  and  serious  public  health  or  safety  problems  or  that  enable  local  governments  to  meet  state 

or  federal  health  or  safety  standards 
o     Reflect  greater  need  for  financial  assistance  than  other  projects 
o     hicorporate  appropriate,  cost-effective  technical  design  and  that  provide  thorough,  long-term  solutions  to 

community  public  facility  needs 
o     Reflect  substantial  past  efforts  to  ensure  sound,  effective,  long-term  planning  and  management  of  public 
facilities  and  that  attempt  to  resolve  the  infrastructure  problem  with  local  resources 
Enable  local  governments  to  obtain  fimds  from  sources  other  than  TSEP 

Provide  long-term,  full-time  job  opportunities  for  Montanans,  provide  public  facilities  necessary  for  the 
expansion  of  a  business  that  has  a  high  potential  for  financial  success,  or  maintain  the  tax  base  or 
encourage  expansion  of  the  tax  base 
o     Are  high  local  priorities  and  have  strong  community  support 

The  Department  of  Commerce  administers  TSEP  and  makes 
recommendations  for  grant  and  loan  awards  to  the  executive.  The 
executive  makes  funding  recommendations  to  the  Montana  legislature. 
The  legislature  makes  the  final  decisions  on  the  award  of  TSEP  funds. 
Grants  have  been  the  primary  use  of  TSEP  funding  awarded  since  program 
inception.  Because  of  high  interest  rates,  only  eight  loans  were  authorized 
by  the  legislature  in  the  first  three  funding  cycles  and  to  date,  none  of  the 
successful  applicants  have  opted  to  secure  a  TSEP  loan.  There  are  several 
other  federal  and  state  sources  available  to  communities  for  low-interest 
loans,  but  grant  funds,  which  help  make  expensive  local  public  facility 
projects  more  affordable  and  financially  feasible,  are  extremely  limited. 
Figure  4  shows  the  history  of  TSEP  awards  made  for  the  1995  through 
2005  biennia. 


Treasure  State  Endowment  Program 

Grant  and  Loan  Awards  by  Biennium 

(in  millions) 

Number  of  Projects 

Approved  &  Funded 

Grant 

Loan 

Biennium 

Grants    Loans 

Awards 

Awards 

1995 

20 

4 

$3,966 

$0,168 

1997 

15 

0 

4.991 

- 

1999 

22 

4 

9.111 

1.905 

2001 

21 

0 

12.596 

- 

2003 

34 

0 

15.172 

- 

2005 

55 

0 

16.826 

- 

Figure  4 
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Executive  Recommendation 

The  Department  of  Commerce  received  47  applications  for  TSEP  grants  totaling  $18.6  million  and  no 
applications  for  loan  funds  for  the  2007  biennium.  The  executive  budget  recommends  appropriations  for  TSEP 
grants  of  up  to  $17.4  million,  which  would  indicate  that  fiinding  is  available  for  the  first  46  projects.  The  TSEP 
bill  typically  includes  several  projects  whose  ftinding  is  above  the  biennial  interest  projections  and  dependant  on 
higher  than  expected  interest  earnings.  Figure  5  provides  a  list  of  the  executive's  TSEP  recommendations  for  the 
2007  biennium. 


Treasure  State  Endowment  Program 

Grant  Recommendations 

2007  Biennium 

Rank 

Applicant 

Type  of 

Amount 

Proposed 

Cumulative 

Ordei 

Project 

Requested 

Grant  Award* 

Grant  Award 

1 

St.  Ignabus 

Wastewater 

500,000 

$500,000 

$500,000 

2 

Rudyard  District 

Wastewater 

441,950 

524,503 

1.024,503 

3 

Carter  District 

Water 

500,000 

500,000 

1.524.503 

4 

Cascade 

Water 

500,000 

500,000 

2.024,503 

5 

Madison  County 

Bridge 

179,911 

179,911 

2,204,414 

6 

Lewis  &  Clatlc  County 

Wastewater 

299,802 

288,757 

2,493,171 

7 

Stillwater  County 

Bridge 

399,853 

399,853 

2,893,024 

8 

Seeley  Lake  Distnct 

Wastewater 

500.000 

500,000 

3,393,024 

9 

Dodson 

Wastewater 

427,500 

427,500 

3,820,524 

10 

Conrad 

Wastewater 

500,000 

500,000 

4,320,524 

II 

Sweet  Grass  County 

Bndge 

144,989 

144.989 

4,465,513 

12 

Havre 

Water 

500,000 

500.000 

4.965.513 

13 

Powell  County 

Bridge 

158,348 

158,348 

5.123,861 

14 

Mineral  County 

Bridge 

80,090 

80,090 

5.203,951 

15 

Glacier  County 

Bndge 

500,000 

500,000 

5,703,951 

16 

Malta 

Wastewater 

500,000 

500,000 

6,203,951 

17 

Crow  Tribe 

Wastewater 

500,000 

500,000 

6,703,951 

18 

Libby 

Wastewater 

500,000 

500,000 

7,203,951 

]9 

Big  Horn  County 

Bridge 

142,500 

142,500 

7,346,451 

20 

Custer  Distnct 

Wastewater 

500,000 

500,000 

7,846,451 

21 

Hill  County 

Bridge 

450,750 

450,750 

8,297,201 

22 

Glasgow 

Wastewater 

500,000 

500,000 

8,797,201 

23 

Valier 

Wastewater 

500,000 

500,000 

9,297,201 

24 

Sheridan 

Water 

500,000 

500,000 

9,797,201 

25 

Beaverhead  County 

Bndge 

84,886 

84,886 

9,882,087 

26 

White  fish 

Water 

457,500 

457,500 

10,339,587 

27 

Richland  County 

Bndge 

453,841 

453.841 

10,793,428 

28 

Upper-Lower  River  Road  District      Water/Wastewater 

500,000 

500.000 

11,293,428 

29 

Laurel 

Wastewater 

500,000 

500.000 

11,793,428 

30 

Ennis 

Wastewater 

204,894 

204,894 

11,998,322 

31 

Choteau 

Water 

500.000 

500,000 

12,498,322 

32 

Missoula  County 

Bndge 

275.172 

275,172 

12,773,494 

33 

Miles  City 

Water 

500.000 

500,000 

13,273,494 

34 

Yellowstone  County 

Bridge 

187.800 

187,800 

13,461,294 

35 

Ranch  District 

Water 

500.000 

360,000 

13,821,294 

36 

Hysham 

Water 

470,920 

462,359 

14,283,653 

37 

Carbon  County 

Bndge 

97,100 

97,100 

14.380.753 

38 

Spring  Meadows  District 

Water 

500,000 

487,500 

14,868,253 

39 

Woods  Bay  Distnct 

Water 

500,000 

500,000 

15,368,253 

40 

Circle 

Wastewater 

500,000 

500,000 

15,868,253 

41 

Fairfield 

Wastewater 

500.000 

126,000 

15,994,253 

42 

Sun  Prairie  District 

Water 

500.000 

500,000 

16,494.253 

43 

Rycgate 

Wastewater 

394.081 

394,081 

16,888,334 

44 

Chester 

Wastewater 

200.000 

200,000 

17,088,334 

45 

Shelby 

Water 

250.000 

250,000 

17,338,334 

46 

Bcarcreek 

Water 

249,787 

87,641 

17.425,975 

47 

Bigfork  Distnct 

Wastewater 

500,000 

262,500 

17,688,475 

Total  Proposed  Gram  Awards: 

$18,551,674 

$17,688,475 

'Gram  awards  conlmgeni  on  availability  o(  TSEP  funds 

Figure  5 
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Funding 

In  July  1993,  $10.0  million  was  transferred  from  the  coal  severance  tax  permanent  trust  fund  to  the  Treasure  State 
Endowment  Trust  Fund,  hereto  referred  to  as  the  trust.  To  provide  "start-up"  funds  for  the  grants  program,  the 
1993  legislature  authorized  a  $4.1  million  loan  from  the  Board  of  hivestments  (BOI),  which  was  completely 
repaid  in  FY  2001.  Through  FY  2003,  the  trust  received  37.5  percent  of  the  coal  severance  tax  revenues. 
Between  FY  2003  and  FY  2016,  the  trust  will  receive  25  percent  of  the  tax  revenues,  as  required  by  17-5-703, 
MCA.  Funding  for  TSEP  grants  comes  from  trust  investment  earnings,  which  are  deposited  into  a  TSEP  state 
special  revenue  account. 

In  the  1999  session,  the  TSEP  grants  were 
also  slated  to  receive  $4.6  million  in 
funding  in  the  2001  biennium  and  $1.2 
million  in  subsequent  biennia  from  an 
allocation  of  the  "coal  producer's  license 
tax"  enacted  in  HB  260  (1999).  This 
funding  mechanism  disappeared  when  HB 
260  was  declared  unconstitutional.  In  the 
special  session  that  followed  (May  2001), 
the  legislature  replaced  some  of  that 
funding  with  a  $3.0  million  general  fund 
appropriation  for  the  200 1  biennium. 


Treasure  State  Endowment  Program 

Account  Balance  Projection-Executive  Recommendation 

2007  Biennium 

Estimated  Beginning  Fund  Balance  (7/01/2005) 
Revenue  Projections' 

$0 

2006  Investment  Earnings 

2007  Investment  Earnings 

2007  Biennium  Revenues 

9,704,000 
10,230,000 

19,934,000 

Proposed  Expenditures 
Administration  -  Commerce 

(1,003,590) 

Administration  -  DNRC 

(56,000) 

Emergency  Grants 

Water/Sewer  Pre-engineering  -  SA 

(100,000) 
(600,000) 

Total  Expenditures 
Total  Funds  Available  for  Grants 

(1,759,590) 
$18,174,410 

Executive  Proposed  Grant  Level 
Estimated  Ending  Fund  Balance 

17,400,000 
$774,410 

'Based  on  RTIC  estimates 

'Based  on  executive  budget  proposal 

Figure  6  shows  the  projected  grant  funds 
available  from  the  treasure  state 
endowment  state  special  revenue  account 
for  the  2007  biennium  under  present  law 
assumptions.  Total  new  revenue  in  this 
account  is  estimated  at  $19.9  million  for 
the  biennium.  Expenditures  amount  to  $1.8 
^'•8^^^  million    and    include    $1.1     million    in 

administrative  costs,  $100,000  for  the  emergency  grants  program,  and  a  $600,000  appropriation  for  pre- 
engineering.  Estimates  adopted  by  the  Revenue  and  Transportation  Interim  Committee  (RTIC)  show  ample 
funding  available  ($19.9  million)  for  all  proposed  TSEP  projects  shown  in  Figure  5.  There  will  be  an  estimated 
2007  ending  fund  balance  of  nearly  $800,000  if  the  executive  recommendation  is  approved  at  the  proposed  level 
($17.4  million). 


TSEP  Estimated  Interest  Earnings:  The  significant  differences  between  the  TSEP  interest 
earning  estimates  adopted  by  the  Revenue  and  Transportation  Interim  Committee  (RTIC)  and 
the  estimates  of  the  executive  have  the  effect  of  creating  differences  in  the  number  of  potential 
grant  awards  and  ending  fund  balances. 


LFD 
COMMENT 


There  is  a  possibility  that  the  revenue  estimates  of  trust  funds  bond  pool  interest  earnings  adopted  by  the  RTIC  are 
overstated  and  that  amendments  may  be  necessary  that  will  reduce  the  estimates.  At  issue  is  the  potential 
reduction  in  capital  gains  income  from  the  sale  of  bonds.  LFD  staff  is  researching  this  issue  and,  if  necessary, 
will  recommend  revenue  estimate  amendments  to  the  appropriate  tax  committee.  Appropriation  subcommittees 
that  appropriate  these  types  of  interest  earnings  should  be  aware  that  if  such  amendments  are  necessary  and  are 
adopted,  the  amounts  available  for  appropriation  will  be  reduced. 


Legislative  Budget  Analysis  2007  Biennium 


F-10 


Legislative  Fiscal  Division 


LONG  RANGE  PLANNING  TREASURE  STATE  ENDOWMENT  PROGRAM 


I.I  I) 

issui: 


DNRC  Appropriations:  Loans  granted  under  the  TSEP  program  are  issued  by  the  Department  of 
Natural  Resources  and  Conservation  (DNRC)  in  conjunction  with  loans  issued  for  the  Renewable 
Resource  Grant  and  Loan  Program.  Consequently,  since  the  inception  of  the  TSEP,  DNRC  has  been 
appropriated  TSEP  interest  earnings  to  cover  costs  associated  with  loan  issuance  and  administration.  As  shown  in 
the  fiand  balance  projection  table  (Figure  6),  $56,000  has  been  budgeted  for  DNRC  administrative  expenditures 
for  the  2007  biennium.  For  the  1995  through  2005  biennia,  DNRC  received  HB  2  appropriations  totaling  over 
$340,000  in  TSEP  funds  for  administration  of  TSEP  loans.  As  mentioned  above,  however,  only  eight  TSEP  loans 
have  been  granted  since  program  inception  and  no  requests  for  TSEP  loans  were  received  for  the  2007  biennium. 
Moreover,  none  of  the  eight  entities  receiving  loans  have  opted  to  secure  them.  Thus,  the  executive  provides  no 
justification  for  appropriating  TSEP  funds  to  DNRC  when  the  department  has  not  actually  been  required  to  issue 
bonds  for  TSEP  loan  awards. 

Options: 

1)  The    LRP    sub-committee    could    suggest    removing    the    recommended    general    appropriation    act 
appropriation  of  TSEP  interest  earnings  for  DNRC  administration  of  the  TSEP  loan  program. 

2)  The  LRP  sub-committee  could  suggest  the  continuation  of  the  recommended  general  appropriation  act 
appropriation  of  TSEP  interest  earnings  for  the  DNRC  administration  of  the  TSEP  loan  program. 
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Program  Description 

The  1999  Legislature  created  the  treasure  state  endowment  regional  water  system  fund  as  a  new  account  within 
the  coal  tax  permanent  trust.  The  Treasure  State  Endowment  Program  Regional  Water  System  (TSEPRW), 
established  in  90-6-715,  MCA,  was  created  to: 

"...finance  regional  drinking  water  systems  that  supply  water  to  large  geographical  areas  and  serve  multiple  local 
governments,  such  as  projects  in  north  central  Montana,  ft-om  the  waters  of  the  Tiber  reservoir,  that  will  provide 
water  for  domestic  use,  industrial  use,  and  stock  water  for  communities  and  rural  residences  that  lie  south  of  the 
Canadian  border,  west  of  Havre,  north  of  Dutton,  and  east  of  Cut  Bank  and  in  northeastern  Montana,  fi-om  the 
waters  of  the  Missouri  River,  that  will  provide  water  for  domestic  use,  industrial  use,  and  stock  water  for 
communities  and  rural  residences  that  lie  south  of  the  Canadian  border,  west  of  the  North  Dakota  border,  north  of 
the  Missouri  River,  and  east  of  range  39." 

Two  projects  have  received  federal  authorization  and  now  qualify  for  a  match  of  federal  funding: 
o     Fort  Peck  Indian  Reservation/Dry  Prairie  Regional  Water  System  (Fort  Peck/Dry  Prairie) 
o     Rocky  Boy's  Indian  Reservation/North  Central  Montana  Regional  Water  System  (Rocky  Boy's/NC 
Montana) 

A  third  project,  the  Musselshell  Valley  Regional  Municipal  Water  Project  (Musselshell  Valley),  has  not  qualified 
for  federal  funding,  but  it  has  received  program  approval  from  the  state.  To  qualify  for  federal  funding,  the 
Musselshell  Valley  project  is  required  to  form  a  regional  water  authority. 

The  federal  government  estimates  total  project  costs  for  Fort  Peck/Dry  Prairie  at  $220.0  million,  which  includes  a 
local  match  of  $18.4  million.  The  Rocky  Boy's/NC  Montana  project  is  expected  to  cost  $229.0  million,  with  a 
local  match  of  $18.4  million.  The  federal  government  matches  each  local  dollar  with  $20  for  regional  water 
projects.  The  local  match  is  split  evenly  between  the  state  and  the  local  regional  water  authority,  unless  hardship 
is  proved.  In  cases  of  hardship,  the  split  is  75  percent  for  the  state  and  25  percent  for  the  regional  water  authority. 
The  Department  of  Natural  Resources  and  Conservation  (DNRC)  estimates  the  program  costs  for  the  Musselshell 
Valley  project  to  be  near  $34  million. 

The  Fifty-eighth  Legislature  transferred  administration  of  the  TSEPRW  program  from  the  Department  of 
Commerce  to  the  DNRC.  Administrative  activities  and  actual  construction  of  the  TSEPRW  projects  began  in  the 
2005  biennium.  TSEPRW  funds  appropriated  in  the  2003  session  provided  the  first  match  to  federal  dollars  for 
the  projects.  The  Fort  Peck/Dry  Prairie  sytem  began  project  construction  in  FY  2004,  and  the  state  will  provide  a 
total  of  $1.3  million  for  the  match  to  federal  dollars  in  the  2005  biennium.  Rocky  Boy's/NC  Montana  is  expected 
to  begin  construction  in  FY  2005.  The  costs  of  program  administration  are  recommended  for  inclusion  in  the 
general  appropriations  act. 

Executive  Recommendations 

The  executive  budget  did  not  contain  a  recommendation  for  funding  of  TSEPRW  project  costs.  A 
recommendation  for  DNRC  administrative  costs  of  $1.1  million  would  be  included  in  the  general  appropriations 
act. 

Funding 

Since  July  1,  1999,  12.5  percent  of  the  coal  severance  tax  revenues  have  flowed  into  the  TSEP  regional  water 
trust  account.  The  interest  earned  from  the  fund  is  deposited  into  the  account  authorized  in  Title  90.  Section  6, 
part  7,  MCA,  to  provide  a  match  for  federal  and  local  monies  for  the  purpose  of  developing  large  water  systems. 
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TSEP  Regional  Water  System  Fund 

Fund  Balance 

Projection 

2007  Biennium 

Estimated  TSEPRWS  Beginning  Fund  Balance  (7/1/2005) 

$  2,639,426 

Revenue  Projections 

2006  Investment  Earnings 

$1,757,000 

2007  Investment  Earnings 

2,007,000 

2007  Biennium  Revenues 

3.764.000 

Total  Funds  Available 

6,403,426 

Proposed  Expenditures" 

Administration  -  DNRC 

(1,082,966) 

Total  Funds  Available  For 

Projects 

$  5,320,460 

'  Based  on  RTiC  estimates 

Based  on  executive  budget  proposal 

Figure  7  shows  funds  available  for  project  match 
expected  in  the  TSEPRW  fund  for  the  2007 
biennium.  The  2003  Legislature  approved  use  of  the 
interest  earnings  to  fund  administrative  expenses  for 
the  program.  The  executive  2007  biennium 
recommendation  for  administrative  expenses  of  $  1 . 1 
million  would  be  included  in  the  general 
appropriations  act.  All  remaining  funds,  $5.3  million, 
are  available  for  appropriation  in  HB  1 1  for  funding 
regional  water  projects. 


Figure  7 
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Administrative  Expenses:  Potentially,  the  continued  funding  of  administrative  expenses  with 
TSEP  regional  water  system  funds  could  significantly  impact  the  ability  for  the  fiond  to  meet  the 
required  match  of  construction  costs.  In  the  2005  biennium  there  was  an  appropriation  of  $660,023  for 
the  administrative  expenses  associated  with  the  program.  In  the  2007  biennium,  the  executive  budget  requests  an 
administrative  appropriation  of  $1.1  million.  The  increase  of  administrative  costs  between  the  two  biennia  is  64 
percent.  Interest  earnings  between  the  2005  and  2007  biennia  are  expected  to  grow  by  approximately  40  percent. 
Furthermore,  administrative  costs  of  the  2007  biennium  are  equal  to  29  percent  of  the  total  interest  income  for  the 
same  period.  If  administrative  costs  are  not  contained,  the  costs  could  potentially  outpace  the  interest  earnings. 
This  would  jeopardize  the  ability  for  the  interest  earned  of  the  TSEPRW  trust  to  meet  its  purpose  of  providing  a 
match  to  federal  and  local  dollars  for  the  development  of  large  water  regional  projects. 


Estimated  Interest  Earnings:    The  significant  differences  between  the  TSEPRW  interest 
earning  estimates  adopted  by  the  Revenue  and  Transportation  Interim  Committee  (RTIC)  and 
the  estimates  of  the  executive  have  the  effect  of  creating  differences  in  the  number  of  potential 
grant  awards  and  ending  fund  balances. 


LID 
COMMKNT 


There  is  a  possibility  that  the  revenue  estimates  of  trust  fiinds  bond  pool  interest  earnings  adopted  by  the  RTIC  are 
overstated  and  that  amendments  may  be  necessary  that  will  reduce  the  estimates.  At  issue  is  the  potential 
reduction  in  capital  gains  income  from  the  sale  of  bonds.  LFD  staff  is  researching  this  issue  and,  if  necessary, 
will  recommend  revenue  estimate  amendments  to  the  appropriate  tax  committee.  Appropriation  subcommittees 
that  appropriate  these  types  of  interest  earnings  should  be  aware  that  if  such  amendments  are  necessary  and  are 
adopted,  the  amounts  available  for  appropriation  will  be  reduced. 


Legislative  Budget  Analysis  2007  Biennium 


F-I3 


Legislative  Fiscal  Division 


RENEWABLE  RESOURCE  GRANT  AND  LOAN  PROGRAM 


Program  Description 

Resource  indemnity  trust  (RTT)  investment  earnings  are  a  major  source  of  revenue  for  several  natural  resource 
agencies  and  programs,  including:  1)  the  Renewable  Resource  Grant  and  Loan  Program  (RRGL);  and  2)  the 
Reclamation  and  Development  Grant  Program  (RDGP).  The  Board  of  Investments  invests  funds  deposited  in  the 
RJT  and  some  of  the  investment  earnings  are  used  to  fund  the  RRGL  and  RDGP.  For  more  detailed  information 
on  the  allocation  and  expenditure  of  other  RIGWA  proceeds  and  RTF  interest  earnings,  see  the  Department  of 
Natural  Resources  and  Conservation  (DNRC)  summary  in  Section  C  of  the  Legislative  Budget  Analysis,  Volume 
4. 

Two  million  dollars  of  RTT  interest  earnings  are  allocated  to  the  RRGL  account  each  fiscal  year  for  the  purpose  of 
making  grants.  Created  by  the  1993  Legislature,  the  RRGL  combines  the  former  Renewable  Resource 
Development  Program,  established  in  1975,  and  the  Water  Development  Program,  established  in  1981.  As 
outlined  under  Title  85,  Chapter  1,  part  6,  MCA,  the  purpose  of  the  RRGL  is  to  ftind  projects  that  "enhance 
Montana's  renewable  resources  through  projects  that  measurably  conserve,  develop,  manage,  or  preserve 
resources". 

DNRC  administers  the  RRGL,  which  involves  a  biennial  application  process.  DNRC  and  a  technical  review  team 
initially  evaluate  each  application  for  economic  and  technical  feasibility,  as  well  as  to  ensure  that  proposed 
projects  are  located  in  Montana.  Qualifying  applications  are  then  examined  according  to  six  criteria: 

o     Financial  feasibility 

o     Adverse  environmental  impact 

o     Technical  merit 

o     Public  benefit 

o     Need 

o     Urgency 

DNRC  submits  a  list  of  funding  recommendations  to  the  Governor,  who  reviews  the  list  and  submits 
recommendations  to  the  legislature.  Funding  for  projects  comes  in  the  form  of  grants  and/or  loans  made  to  both 
public  and  private  entities.  The  legislature  has  final  approval  for  the  awarding  of  RRGL  grants  and  loans,  which 
will  be  introduced  in  HB  6  and  HB  8,  respectively. 

Eligible  applicants  include: 

o     A  department,  agency,  board,  commission,  or  other  division  of  state  government 
o     A  city,  county,  or  other  political  subdivision  or  local  government  body  of  the  state 
o     A  tribal  government 

Executive  Recommendation  -  Grants 

Figure  8  shows  a  priority  listing  of  the  RRGL  grants  recommended  by  the  executive  for  the  2007  biennium. 
DNRC  received  a  total  of  63  applications.  HB  6  will  include  a  list  of  59  projects  estimated  to  cost  $5.7  million. 
The  executive  recommends  $4  million  of  funding  for  the  first  40  projects  in  Figure  8.  In  addition,  the  executive 
recommendation  includes  $100,000  to  fund  the  DNRC  emergency  grant  program  and  $300,000  for  project 
planning  grants  awarded  by  the  department  over  the  biennium. 
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Renewable  Resource  Grants 

2007  Biennium 

Grant  Amount 

Rank                                           Applicant 

Project  Type 

Requested 

Cumulative 

1 

Milk  River  Joint  Board  of  Control 

Irrigation 

SI  00,000 

$100,000 

Halls  Coulee  Siphon  Repair 

2 

Spring  Meadows  County  Water  District 
Drinking  Water  Project 

Drinking  Water 

100,000 

200,000 

3 

Montana  State  University 

Four  Comers  Surface  and  Groundwater  Study 

Water  Management 

99,618 

299,618 

4 

Beaverhead  CD 

Spring  Creek  Restoration 

Water  Management 

100,000 

399,618 

5 

St  Ignatius,  Town  of 

Wastewater  Improvement  Project 

Wastewater 

100.000 

499,618 

6 

DNRC 

Deadmans  Basin  Supply  Canal  Rehab  Project 

Irrigation 

100,000 

599,618 

7 

Jefferson  Valley  CD 

Jefferson  River  Restoration 

Water  Management 

95,469 

695,087 

8 

Carter  Chouteau  County  WSD 
Drinking  Water  Project 

Drinking  Water 

100,000 

795,087 

9 

Sheridan,  Town  of 
Drinking  Water  Project 

Drinking  Water 

100,000 

895,087 

10 

Lower  Yellowstone  Irrigation  District 
Lower  Yellowstone  Canal 

Irrigation 

100,000 

995,087 

11 

DNRC 

Frenchman  Dam  Rehab  Study 

Dam 

100,000 

1,095,087 

12 

DNRC 

Martinsdale  North  Dam  Riprap  Program 

Dam 

100,000 

1,195,087 

13 

Seeley  Lake  Sewer  District 

Wastewater  Improvement  Project 

Wastewater 

100,000 

1,295,087 

14 

Upper/Lower  River  Road  WSD 

Drinking  Water  and  Wastewater  Project 

Drinking  &  Wastewater 

100,000 

1,395,087 

15 

Buffalo  Rapids  Irrigation  District 
Canal  Automation 

Irrigation 

88,955 

1 ,484,042 

16 

Choteau,  City  of 

Drinking  Water  Project 

Drinking  Water 

100,000 

1,584,042 

17 

Dodson,  Town  of 

Wastewater  System  Improvements 

Wastewater 

100,000 

1,684,042 

18 

Gallatin  County 

Floodplain  Delineation  Project 

Water  Management 

100.000 

1,784,042 

19 

Yellowstone  Irrigation  District 
Flow  Measurement  Project 

Irrigation 

100.000 

1,884,042 

20 

Gardiner-Park  County  WD 
Water  System  Improve  -  Phase  II 

Drinking  Water 

100,000 

1,984,042 

Figure  8 
Continued  on  next  page 
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Renewable  Resource  Grants 

2007  Biennium 

Grant  Amount 

Rani 

Applicant 

Project  Type 

Requested 

Cumulative 

21 

Liberty  County  CD 

Chester  Sprinkler  Irrigation  Project 

Irrigation 

100,000 

2,084,042 

22 

Cascade,  Town 

Water  System  Improvements 

Drinking  Water 

100,000 

2,184,042 

23 

Ranch  County  WSD 

Water  System  Improvements 

Drinking  Water 

100,000 

2,284,042 

24 

Libby,  City  of 

Cabinet  Heights  Wastewater  System  Improvements 

Wastewater 

100,000 

2,384,042 

25 

Broadview,  Town  of 

Broadview  Water  Supply  Study 

Water  Management 

99,997 

2,484,039 

26 

DNRC 

Martinsdale  Outlet  Canal  Drop  Structures 

Irrigation 

100,000 

2,584,039 

27 

Roosevelt  County  CD 

Fort  Peck  Irrigation  Quality  and  Quantity  Phase  1 

Irrigation 

99,995 

2,684,034 

28 

Buffalo  Rapids  Irrigation  District 
Improving  Efficiency  and  Quality 

Irrigation 

100,000 

2,784,034 

29 

Paradise  Valley  ID 

Turnout  Replacement  Project 

Irrigation 

100,000 

2,884,034 

30 

Manhattan,  Town  of 

Wastewater  Treatment  System  Improvements  -  Phase  11 

Wastewater 

100,000 

2,984,034 

31 

Woods  Bay  Homesites  County  WSD 
Water  System  Improvements 

Drinking  Water 

100,000 

3,084,034 

32 

Custer  Area,  Yellowstone  County  WSD 
Wastewater  Improvement  Project 

Wastevifater 

100,000 

3,184,034 

33 

Fort  Belknap  Irrigation  District 

Sugar  Factory  Lateral  Project  Phase  II 

Irrigation 

100,000 

3,284,034 

34 

Laurel,  City  of 

Wastewater  Improvement  Project 

Wastewater 

100,000 

3,384,034 

35 

Yellowstone  CD 

Canyon  Creek  Restoration 

Water  Management 

100,000 

3,484,034 

36 

Valier,  Town  of 

Wastewater  Improvement  Project 

Wastewater 

100,000 

3,584,034 

37 

Fairfield,  Town  of 

Wastewater  Improvement  Project 

Wastewater 

100,000 

3,684,034 

38 

Glasgow  Irrigation  District 

Vandalia  Dam  Improvements  Phase  111 

Dam 

100,000 

3,784,034 

39 

Ennis,  Town  of 

Wastewater  Improvement  Project  Phase  II 

Wastewater 

100,000 

3,884,034 

40 

Bighorn  CD 
Alluvial  Aquifers  of  Northern  Bighorn  County 

Water  Management 

100,000 

3,984,034 

Figure  8  (continued) 
Continued  on  next  page 
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Renewable 

Resource  Grants 

2007  Biennium 

Grant  Amount 

Rank 

Applicant 

Project  Type 

Requested 

Cumulative 

41 

Savage  Irrigation  District 

Savage  Irrigation  Rehibilitation  Plan 

Irrigation 

62,814 

4,046,848 

42 

Butte-Silver  Bow 

Big  Hole  River  Transmission  Line  Replacement 

Drinking  Water 

100,000 

4,146,848 

43 

Whitefish,  City  of 

Drinking  Water  Project 

Drinking  Water 

100,000 

4,246,848 

44 

Circle,  Town  of 

Wastewater  Improvement  Project 

Wastewater 

100,000 

4,346,848 

45 

Black  Eagle  WASD 

Water  System  Improvements 

Drinking  Water 

50,000 

4,396,848 

46 

Lewis  and  Clark  CD 

Florence  Canal  Rehabilitation 

Irrigation 

100,000 

4,496,848 

47 

Sweet  Grass  County  CD 

Middle  Glaston  Reservoir  Feasibility  Study 

Dam 

85,000 

4,581,848 

48 

Livingston,  City  of 

Livingston  Flood  Damage  Reduction  Study 

Water  Management 

100,000 

4,681,848 

49 

Liberty  County  CD 

Marias  Baseline  Development  Project 

Water  Management 

100,000 

4,781,848 

50 

Hammond  Irrigation  District 
Porcupine  Creek  Siphon  Rehab 

Irrigation 

38,200 

4,820,048 

51 

Bear  Creek,  Town  of 

Water  System  Improvements 

Drinking  Water 

100,000 

4,920,048 

52 

Ryegate,  Town  of 

Wastewater  System  Improvements 

Wastewater 

100,000 

5,020,048 

53 

Sun  Prairie  Village  County  WSD 
Water  System  Improvements 

Drinking  Water 

100,000 

5,120,048 

54 

Butte  Silver  Bow 
Water  Master  Plan 

Water  Management 

100,000 

5,220,048 

55 

DNRC 

Increasing  Montana  Water  Management  Capacity 

Water  Management 

99,714 

5,319,762 

56 

Milk  River  Joint  Board  of  Control 

Lake  Sherburne  Dam  Outlet  Works  Rehab 

Dam 

100,000 

5,419,762 

57 

Bigfork  County  WSD 

Wastewater  System  Improvements 

Wastewater 

100,000 

5,519,762 

58 

Ruby  Valley  CD 

Ruby  Groundwater  Management  Plan  -  Phase  1 

Water  Management 

33,694 

5,553.456 

59 

Cartersville  Irrigation  District 
Sand  Creek  Siphon  Rehab  Project 

Irrigation 
Total  RRGL  Requests 

100,000 

5,653,456 

$5,653,456 

Figure  8  (continued  from  previous  page) 

Funding  -  Grants 

Funding  for  the  RRGL  program  is  established  in  85-1-604,  MCA,  with  the  creation  of  the  renewable  resource 
grant  and  loan  state  special  revenue  account.  Deposits  to  this  account  are  made  from  three  sources,  including: 
o     Interest  income  of  the  resource  indemnity  trust  fiand  as  provided  in  and  subject  to  the  conditions  of  1 5-38- 

202,  MCA  ($2.0  million  fiscal  year  for  the  purpose  of  making  grants) 
o     Excess  coal  severance  tax  proceeds  allocated  by  85-1-603,  MCA  to  the  renewable  resource  loan  debt 
service  fund  (above  debt  service  requirements  as  provided  in  and  subject  to  the  conditions  of  85-1-619, 
MCA) 
o     Fees  or  charges  collected  by  the  department  for  the  servicing  of  loans,  including  arrangements  for 
obtaining  security  interests 
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Appropriations  from  the  account  are 
authorized  in  85-1-604,  MCA  and  state  that 
appropriations  may  be  made  for  grants  and 
administrative  expenses,  including  salaries 
and  expenses  for  personnel,  equipment,  office 
space,  and  other  expenses  necessarily  incurred 
in  the  administration  of  the  grants  program. 
Expenses  may  be  funded  before  projects.  As 
seen  in  Figure  9,  administration  for  the  RRGL 
program  is  deducted  from  available  program 
funds  before  consideration  of  grant  awards. 
Additionally,  both  the  MSU-Northem  and  the 
Judiciary  Water  Court  appropriations  are 
funded  with  additional  allocations  of  RIT 
interest  that  are  deposited  into  the  renewable 
resource  state  special  revenue  account.  The 
estimated  fund  balance  shows  that  the 
renewable  resource  grant  and  loan  account 
will  have  $4.6  million  available  for  project 
grants,  if  all  executive  recommendations  are 
retained  at  the  proposed  levels.  The  executive 
recommends  $4.0  million  for  RRGL  grants. 


Renewable  Resource  State  Special  Revenue  Account  (02272) 

Fund  Balance  Projection  2007  Biennium 

Estimated  Beginning  Fund  Balance-(7/l/2005) 

$465,437 

Revenue  Projections 

Resource  Indemnity  Trust  Interest  -  Grant  Allocation 
Resource  Indemnity  Trust  Interest  -  MSU  Northern 
Resource  Indemnity  Trust  Interest  -  Additional 
Excess  coal  tax  proceeds  from  debt  service  and  interest 
STIP  /  Other  mterest 

$4,000,000 

480,000 

1,509,600 

516,009 

20,000 

Administrative  Fees 

14,000 

2007  Biennium  Revenues 

$6,539,609 

Proposed  Expenditures^ 
Adminisfration  -  DNRC 

(10,000) 

MSU-Northem  Statutory  Appropriation 
Flathead  Basin  Commission  -  DNRC 

(480,000) 
(16,002) 

Water  Court  -  Judiciary 

(1,533,510) 

Total  Proposed  Expenditures 

(2,039,512) 

Balance  Available  for  Renewable  Resource  Grant  and  Loan  Program 

$4,965,534 

Other  Grants,  HB  6^ 

Emergency  Grants 
Project  Planning  Grants 
Total  Other  Grants 

Fund  Balance  Available  for  RRGL  Grants: 

(100,000) 
(300,000) 

(400,000) 
$4,565,534 

'RTIC  recommendations 

"Executive  general  appropriations  act  proposal 

'Executive  proposal  for  HB  6 

Figure  9 


RIT  Estimated  Interest  Earnings:    The  significant  differences  between  the  RIT  interest 
earning  estimates  adopted  by  the  Revenue  and  Transportation  Interim  Committee  (RTIC)  and 
the  estimates  of  the  executive  have  the  effect  of  creating  differences  in  the  number  of  potential 
grant  awards  and  ending  ftmd  balances. 


LFD 
COMMENT 


There  is  a  possibility  that  the  revenue  estimates  of  trust  funds  bond  pool  interest  earnings  adopted  by  the  RTIC  are 
overstated  and  that  amendments  may  be  necessary  that  will  reduce  the  estimates.  At  issue  is  the  potential 
reduction  in  capital  gains  income  from  the  sale  of  bonds.  LFD  staff  is  researching  this  issue  and,  if  necessary, 
will  recommend  revenue  estimate  amendments  to  the  appropriate  tax  committee.  Appropriation  subcommittees 
that  appropriate  these  types  of  interest  earnings  should  be  aware  that  if  such  amendments  are  necessary  and  are 
adopted,  the  amounts  available  for  appropriation  will  be  reduced. 


Water  Court  Appropriation:  The  renewable  resource  grant  and  loan  account  was  established  to 
provide  the  accounting  mechanism  for  the  RRGL  program.  Currently,  additional  flows  of  RTT  interest 
earnings  are  processed  through  the  account  for  programs  such  as  the  Water  Court.  In  the  2007 
biennium,  interest  earnings  from  the  RIT  are  not  estimated  to  be  sufficient  to  support  the  proposed  costs  of  the 
program.  Consequently,  approximately  $24,000  of  income  statutorily  appropriated  for  the  RRGL  will  fund  the 
Water  Court.  The  Long-Range  Plaiming  subcommittee  may  wish  to  consider  one  of  the  following  options: 

o     Request  a  $24,000  reduction  of  the  Water  Court  appropriation  proposed  in  the  general  appropriations  act, 

or 
o     Accept  the  full  proposal  for  the  Water  Court  appropriation 
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Executive  Recommendation  -  Loans 

As  presented  in  HB  8,  the  executive  budget  recommendations  for  loans  under  the  Renewable  Resource  Grant  and 
Loan  Program  total  $185,000  for  new  projects  in  which  loans  are  requested  and  approved  by  DNRC.  Although 
the  executive  budget  proposed  $161,183  for  new  projects,  an  additional  $23,817  is  recommended  to  ensure 
adequate  fiinding  for  the  included  projects.  The  request  also  includes  proposals  for  the  reauthorization  of  $4.7 
million  in  projects  that  were  not  able  to  complete  the  loan  requirements  before  the  end  of  the  2005  biennium. 
Also  proposed  is  $1.7  million  that  would  be  made  available  as  loans  to  finance  projects  that  requested  grants,  but 
for  which  sufficient  funds  may  not  be  available.  Another  $657,842  would  be  used  to  establish  a  reserve  for 
bonds.  The  total  bond  request  is  $7.2  million. 

If  approved  by  the  legislature,  HB  8  would  authorize  the  Board  of  Investments  to  issue  coal  severance  tax  bonds 
in  the  amount  of  $7.2  million,  which  would  be  appropriated  to  the  Department  of  Natural  Resources  for  financing 
the  projects  identified  in  the  bill.  Executive  loan  recommendations  for  the  2007  biennium  are  included  in  Figure 
10.  Loan  repayments  from  the  loans  financed  with  coal  severance  tax  bonds  are  used  to  pay  the  debt  service. 
Because  the  loans  authorized  in  HB  8  are  sometimes  offered  at  reduced  rates,  coal  severance  tax  revenues 
subsidize  these  reduced  rates.  Consequently,  less  principal  is  invested  in  the  Treasure  State  Endowment  Fund,  the 
Treasure  State  Endowment  Regional  Water  System  Fund,  and,  imder  current  law,  the  Permanent  Coal  Trust  Fund. 
As  a  result,  the  trust  receives  reduced  interest  earnings.  Under  present  law,  this  will  affect  the  amount  of  interest 
that  is  deposited  into  the  general  fund  from  the  permanent  coal  trust. 


Renewable  Resource  Program  Loans 

2007  Biennium 

Legislative 

Cumulative 

Loans-Sponsor/Project                                                            Appropriation 

Total 

Section  1 

Group  A  Projects'  (4.5%  or  State  bond  rate,  whichever  is  lower-20  years) 

Montana  DNRC 

Deadmans  Basin  Supply  Canal  Rehabilitation  Project                                                 $55,000 

$55,000 

Montana  DNRC 

Martinsdale  North  Dam  Riprap  Project                                                                        90,000 

145,000 

Cartersville  Irrigation  District 

Sand  Creek  Siphon  Rehabilitation  Project                                                                    40,000 

185,000 

Section  2 

15  years) 

Group  A  Projects^  (2.0%  below  long  term  bond  rate  for  1st  5  years,  market  rate  for  remaining 

Lockwood  Water  and  Sewer  District 

Wastewater  Collection  and  Treatment  Works                                                          3,300,000 

3,485,000 

Group  B  (2.25%  1st  $250,000,  0%  for  anything  over  $500,000-20  years) 

Lower  Willow  Creek  Drainage  District 

Lower  Willow  Creek  Dam  Rehabilitation                                                                   295,000 

3,780,000 

Group  C  Projects  (4.5%  or  State  bond  rate,  whichever  is  lower-20  years) 

Mill  Creek  Irrigation  District 

Mill  Lake  Dam  Rehabilitation                                                                                    572,000 

4,352,000 

Montana  DNRC 

North  Fork  of  the  Smith  River  Dam  Rehabilitarion                                                     557,000 

4,909,000 

Total  Loan  Authorizations:                                    4,909,000 

Additional  Loan  Authorizations:                                     1,669,422 

Loan  Reserve':                                       657,842 

Total  Bond  Request                                 $7,236,264 

'  Section  1  projects  meet  the  provisions  of  1 7-5-702.  MCA 

■  Section  2  projects  may  nol  complete  (he  requiremcnis  needed  lo  obtam  ihe  loan  funds  prior  to  June  30.  2005 

To  finance  loans  in  lieu  of  grants  for  grants  recommended  m  HB  6 

NOTE    Projects  an:  grouped  by  differences  in  inlciest  rates 

Figure  10 
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Funding  -  Loans 

RRGL  program  bond  authority  is  provided  in  85-1-624,  MCA.  In  the  2003  legislative  session,  the  legislature 
approved  an  increase  in  bonding  authority,  from  $20  million  to  $30  million.  Consequently,  the  department  will 
have  continuing  ability  to  fund  natural  resource  projects  with  bonded  debt  into  the  future.  Money  in  the  coal 
severance  tax  bond  fund  is  pledged  for  the  payment  of  the  principal  and  interest  of  the  bond  issue  requested  in  HB 
8,  as  directed  in  Title  17,  Chapter  5,  part  7,  MCA. 

NOTE: 

Bonds  authorized  in  HB  8  are  general  obligation  bonds,  constituting  a  state  debt  and  requiring  a  two-thirds  vote  of 
the  members  of  each  house  of  the  legislature.  Furthermore,  the  coal  severance  tax  bond  fund  is  pledged  for  debt 
service  payments  on  the  bonds,  requiring  a  three-fourths  vote  of  the  members  of  each  house  as  mandated  by  the 
Montana  Constitution. 
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Program  Description 

Resource  indemnity  trust  (RIT)  investment  earnings  are  a  major  source  of  revenue  for  several  natural  resource 
agencies  and  programs,  including:  1)  the  Renewable  Resource  Grant  and  Loan  Program  (RRGL);  and  2)  the 
Reclamation  and  Development  Grant  Program  (RDGP).  The  Board  of  Investments  invests  funds  deposited  in  the 
RIT  and  some  of  the  investment  earnings  are  used  to  fiind  the  RRGL  and  RDGP.  For  more  detailed  information 
on  the  allocation  and  expenditure  of  other  RIGWA  proceeds  and  RIT  interest  earnings,  see  the  Department  of 
Natural  Resources  and  Conservation  (DNRC)  summary  in  Section  C  of  the  Legislative  Budget  Analvsis.  Volume 
4. 

The  Reclamation  and  Development  Grant  Program  (RDGP)  is  designed  to  fund  projects  that: 

"..indemnify  the  people  of  the  state  for  the  effects  of  mineral  development  on  public  resources  and  that 
meet  other  crucial  state  needs  serving  the  public  interest  and  the  total  environment  of  the  citizens  of 
Montana"  (90-2-1 102,  MCA)." 

As  provided  in  statute,  projects  approved  under  the  RDGP  are  intended  to: 

o     Repair,  reclaim,  and  mitigate  environmental  damage  to  public  resources  from  non-renewable  resource 

extraction 
o     Develop  and  ensure  the  quality  of  public  resources  for  the  benefit  of  all  Montana  citizens 

The  RDGP  is  administered  by  DNRC,  which  solicits,  evaluates,  and  ranks  each  application  on  a  biennial  basis. 
Those  eligible  to  apply  for  grants  include  state  and  local  governments,  political  subdivisions,  and  tribal 
governments.  Applications  are  evaluated  according  to  specific  criteria  related  to: 

o     Public  benefit 

o     Need  and  urgency 

o     Appropriateness  of  technical  design 

o     Financial  feasibility 

o     Project  management/organization 

No  grant  may  exceed  $300,000.  DNRC  forwards  a  list  of  recommendations  to  the  executive,  who  reviews  the  list 
and  submits  funding  recommendations  to  the  legislature  for  appropriation. 

Executive  Recommendation 

Figure  1 1  shows  a  priority  listing  of  the  RDGP  grants  recommended  by  the  executive  for  the  2007  biennium. 
DNRC  received  a  total  of  21  applications  totaling  $5.5  million.  HB  7  will  include  a  list  of  16  projects  with  a 
proposed  appropriation  of  $4.1  million.  In  accordance  with  90-2-1 113,  MCA,  priority  consideration  is  given  to 
the  Montana  Board  of  Oil  and  Gas  Conservation  for  $600,000  in  grants  (projects  ranked  1  and  2)  and  abandoned 
mine  reclamation  projects  for  $800,000  in  grants  (projects  ranked  3  through  5,  actually  amounting  to  $900,000) 
over  the  biennium.  The  remainder,  approximately  $2.6  million,  is  recommended  for  other  reclamation  and 
development  projects.  Project  grants  are  matched  by  non-RDGP  funds  from  a  variety  of  state,  federal,  private, 
and  local  sources. 
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Reclamation  and  Development  Grants 
2007  Biennium         


Rank 


Sponsor/Title 


Amount 
Requested 


Recommended 
Amount 


Cumulative 
Amount 


1  Board  of  Oil  and  Gas  Conservation 

2005  Eastern  District  Orphaned  Well  Plug  &  Abandonment  & 

Site  Restoration  $300,000 

2  Board  of  Oil  and  Gas  Conservation 

2005  Northern  District  Orphaned  Well  Plug  &  Abandonment 

&  Site  Restoration  300,000 

3  Department  of  Environmental  Quality 

Bluebird  N4ine  Reclamation  300,000 

4  Department  of  Environmental  Quality 

Frohner  N4ine  Reclamation  300,000 

5  Department  of  Environmental  Quality 

Buckeye  Mine  &  Millsite  Reclamation  300,000 

6  Leviistown,  City  of 

Reclamation  of  Brewery  Flats  on  Big  Spring  Creek  300,000 

7  MT  Department  of  Natural  Resources  and  Conservation 

Sl  Mary  Studies  and  Design  300,000 

8  Butte-Silver  Bow  Local  Government 

Behtiont  Shaft  Failure  &  Subsidence  Mitigation  300,000 

9  Pondera  County 

Oil  &  Gas  Well  Plug  &  Abandon  100,000 

10  Custer  County  CD 

Yellowstone  River  Resource  Conservation  Project  299,965 

1 1  Sheridan  County  Conservation  District 

Yellowstone  River  Resource  Conservation  Project  50,000 

12  Teton  County 

2005  Plugging  &  Abandonment  Aid  to  Small  Independent  Oil 

Operators  300,000 

13  MT  Department  of  Environmental  Quality 

Zortman  Mine  -  Completion  of  Reclamation  Alternative  Z6  300,000 

14  Butte-Silver  Bow  Local  Government 

Excelsior  Reclamation  129,800 

15  Powell  County 

Wetland  Reclamation  and  Redevelopment  2 1 2,950 

1 6  MT  Department  of  Environmental  Quality 

MTS  Tire  Recyclere  Cleanup  300,000 

17  MSU 

Geologic  Potential  of  Carbon  Sequestration  in  MT  299, 1 66 

1 8  Montana  Department  of  Environmental  Quality 

Former  Harlem  Equity  Co-op  Bulk  Plant  285,572 

1 9  Montana  Department  of  Environmental  Quality 

Landusky  Mine  -  Surface  &  Groundwater  Interactions  in 

Swift  Gulch  and  Landuskv  Pit  300,000 

20  MT  Department  of  Environmental  Quahty 

Zortman  and  Landusky  Mines  -  Supplemental  Funding  for 

Near-Term  Water  Treatment  $300,000 

21  Sheridan  County  CD 

Reclaiming  Oilfield  Brine-Contaminated  Soils  -  Phase  II  $206,069 

Total  Grant  Requests/Recommendations  $5,483,522 


$300,000 

300,000 
300,000 
300,000 
300,000 
300,000 
300,000 
300,000 
100,000 
299,%5 
50,000 

150,000 
300,000 
240,850 
212,950 
300,000 


$300,000 

600,000 
900,000 
1,200,000 
1,500,000 
1,800,000 
2,100,000 
2,400,000 
2,500,000 
2,799,965 
2,849,965 

2,999,965 
3,299,965 
3,540,815 
3,753,765 
4,053,765 
4,053,765 
4,053,765 

4,053,765 

4,053,765 
4,053,765 


K053,765 


Figixre  1 1 


Funding 

Funding  for  the  Reclamation  and  Development  Grant  Program  is  established  in  90-2-1104,  MCA,  with  the 
creation  of  the  reclamation  and  development  grant  state  special  revenue  account.  Deposits  to  this  accoimt  are 
made  from  four  revenue  sources,  including: 
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o     Interest  income  of  the  resource  indemnity  trust  fund  under  the  provisions  of  15-38-202,  MCA 

o     ($1.5  million  each  fiscal  year  for  the  purpose  of  mjiking  grants,  plus  35%  of  the  interest  income 
remaining  after  all  other  statutory  allocations) 
o     Resource  indemnity  and  ground  water  assessment  tax  under  provisions  of  15-38-106,  MCA 

o     (50%  of  the  remaining  proceeds,  after  appropriations  for  CIRCLA  debt  service,  and  $366,000  to  the 
groundwater  assessment  account,  for  the  purpose  of  making  grants) 
o     Metal  mines  license  tax  proceeds  as  provided  in  15-37-1 17  (l)(d),  MCA 
o     (7%  of  total  collections  each  year  for  the  purpose  of  making  grants) 
o     Oil  and  gas  production  tax  as  provided  in  1 5-36-33 1 ,  MCA 

o     (2.95%  of  oil  and  natural  gas  production  taxes  remaining  after  the  distributions  pursuant  to 
subsections  (2)  and  (3)) 

During  the  special  session  of  August  2002,  the  legislature  reduced  the  many  of  the  revenue  flows  into  the  RDGP 
account  in  FY  2003,  some  of  which  were  carried  through  FY  2005.  The  reductions  temporarily  lowered  the 
amount  of  money  available  for  grants. 

Appropriations  from  the  account  are  authorized  in  90-2-1 104,  MCA  and  state  that  appropriations  may  be  made  for 
grants  and  administrative  expenses,  including  salaries  and  expenses  for  personnel,  equipment,  office  space,  and 
other  expenses  necessarily  incurred  in  the  administration  of  the  grants  program.  Expenses  may  be  funded  before 
projects.  As  seen  in  Figure  12,  administration  for  the  RDGP  program  is  deducted  from  available  program  funds 
before  consideration  of  grant  awards.  Additionally,  the  State  Library  Operation  is  funded  with  an  additional 
appropriation  of  RIT  interest  that  is  deposited  in  the  reclamation  and  development  state  special  revenue  account. 
The  estimated  fund  balance  shows  that  the  RDGP  will  have  ample  dollars  to  fund  all  requests.  If  the  executive 
budget  recommendations  are  approved,  the  reclamation  and  development  grant  account  is  projected  to  have  an 
ending  ftmd  balance  of  $2.6  million. 


Reclamation  and  Development  State  Special  Revenue  Account  (02458) 

Fund  Balance  Projection  2007  Biennium 

Estimated  Beginning  Fund  Balance-(7/l/2005) 

$1,968,391 

Revenue  Projections' 

Resource  Indemnity  Trust  Interest 

3,000,000 

Resource  Indemnity  Trust  Interest  -  Additional 

1,761,000 

Resource  Indemnity  and  Ground  Water  Assessment  Tax 

630,000 

Metal  Mines  Tax 

1,311,000 

Oil  and  Gas  Production  Tax 

3,844,000 

2007  Biennium  Revenues 

10,546,000 

Proposed  Expenditures^ 

Administration  -  DNRC 

(12,000) 

Conservation  and  Resource  Development  Div.  -  DNRC 

(1,630,243) 

Water  Resources  Division  -  DNRC 

(107,428) 

Central  Management  -  DEQ 

(88,378) 

Enforcement  -  DEQ 

(9,648) 

Permitting  and  Compliance  -  DEQ 

(3,243,521) 

State  Library  Operations  -  Library  Commission 

(782,872) 

Total  Proposed  Expenditures 

(5,874,090) 

Balance  Available  for  Grants 

$6,640,301 

Proposed  Grants 

4.053.765 

Estimated  Ending  Fund  Balance  -  (6/30/2007) 
'RTIC  recommendations 

$2,586,536 

Hxccutive  general  appropriations  act  proposal 

Executive  grant  proposal 

Figure  12 
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RIT  Estimated  Interest  Earnings:     The  significant  differences  between  the  RTT  interest 
earning  estimates  adopted  by  the  Revenue  and  Transportation  Interim  Committee  (RTIC)  and 
the  estimates  of  the  executive  have  the  effect  of  creating  differences  in  the  number  of  potential 
grant  awards  and  ending  fund  balances. 


LID 
COMMENT 


There  is  a  possibility  that  the  revenue  estimates  of  trust  funds  bond  pool  interest  earnings  adopted  by  the  RTIC  are 
overstated  and  that  amendments  may  be  necessary  that  will  reduce  the  estimates.  At  issue  is  the  potential 
reduction  in  capital  gains  income  from  the  sale  of  bonds.  LFD  staff  is  researching  this  issue  and,  if  necessary, 
will  recommend  revenue  estimate  amendments  to  the  appropriate  tax  committee.  Appropriation  subcommittees 
that  appropriate  these  types  of  interest  earnings  should  be  aware  that  if  such  amendments  are  necessary  and  are 
adopted,  the  amounts  available  for  appropriation  will  be  reduced. 
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Program  Description 

The  Cultural  and  Aesthetic  Grant  Program,  as  provided  in  Title  22,  Chapter  2,  part  3,  MCA,  is  administered  by 
the  Montana  Arts  Council  (MAC).  Investment  earnings  from  a  statutory  trust,  which  receives  coal  severance  tax 
revenues,  fund  the  grant  program.  By  statute,  the  interest  from  the  cultural  trust  is  to  be  appropriated  for 
protection  of  works  of  art  in  the  State  Capitol  and  other  cultural  and  aesthetic  (C&A)  projects,  15-35-108,  MCA. 

Grant  applications  for  cultural  and  aesthetic  projects 
are  submitted  to  the  MAC  on  a  biennial  basis. 
Eligible  applicants  include  the  state  of  Montana  and 
regional,  county,  city,  town,  or  Indian  tribal 
governments.  A  16-member  Cultural  and  Aesthetic 
Projects  Advisory  Committee,  with  eight  members 
appointed  by  the  Montana  Arts  Council  and  eight 
appointed  by  the  Montana  Historical  Society,  reviews 
each  application.  The  committee  prioritizes  the 
requests  and  makes  funding  recommendations  to  the 
legislature  as  part  of  the  executive  budget.  All  grants 
require  legislative  approval  in  accordance  with  22-2- 
306  through  309,  MCA. 

Figure  13  provides  an  historic  perspective  of  the 
Cultural  and  Aesthetic  Grant  Program.  In  the  table, 
projects  are  fiinded  from  the  C&A  account  unless 
otherwise  noted. 


Cultural  and  Aesthetic  Grant  Program 

Grant  Awards  by  Biennium 

Number  of 

Fimds 

General  Fund 

Ftmds 

Projects 

Biennium 

Appropriated 

Appropriated 

Expended 

Funded 

1979 

$50,000 

$50,000 

1 

1981 

140,000 

140,000 

3 

1983 

641,680 

602,042 

15 

1985 

823,479 

810,704 

39 

1987 

1,476,511 

1,414,114 

63 

1989 

1,211,817 

1,099,290 

53 

1991 

1,298,788 

1,184,661 

65 

1993 

1,551,323 

1,531,239 

88 

1995 

1,706,735 

1,267,952 

93 

1997 

857,926 

852,003 

77 

1999 

1,489,453 

1,416,787 

79 

2001 

634,939 

600,000 

1,163,905 

76 

2003 

705,425 

532,575   ' 

1,176,602 

74 

2005 

659,000 

499,150 

1,135,473   Est 

81 

2007 

1,094,233 

40,000  ^ 

N/A 

84 

'  $1 98,575  of  general  fiind  support  replaced  with  lodging  6cility  lax  in  fiscal  2003. 

'  Represents  the  executive  proposal 

Figure  13 

Executive  Recommendation 

The  executive  recommendation  for  C&A  grants  will  be  introduced  in  HB  9.  The  first  HB  9  priority  recommended 
for  funding  is  a  $30,000  appropriation  to  the  Montana  Historical  Society  for  the  care  and  conservation  of  capitol 
complex  artwork,  in  accordance  with  2-17-805,  MCA.  The  second  priority  is  for  84  C&A  grant  awards  totaling 
$770,553.  These  recommended  awards  are  listed  in  Figure  14  in  priority  order  within  four  categories,  which 
include  Special  Projects  less  than  $4,500,  Special  Projects  greater  than  $4,500,  Operational  Support  Projects,  and 
Capital  Expenditure  Projects.  During  the  2007  biennium  there  are  no  projects  recommended  in  the  fifth, 
"Challenge  Grant",  category.  The  executive  budget  also  includes  a  recommendation  for  $333,680  in  C&A  funds 
to  be  appropriated  in  the  general  appropriations  act  (HB  2)  to  ftind  Montana  Art  Council  administrative  costs  and 
the  costs  of  the  Folklife  program.  Total  executive  recommendations  are  $1 .1  million. 

The  executive  recommendation  includes  two  proposals  that  increase  the  monies  available  for  appropriation.  First, 
a  transfer  of  $3.9  million  in  "one  time"  general  fund  dollars  to  the  cultural  trust  will  replace  the  corpus  of  the  fund 
used  in  1997  for  the  purchase  of  the  historic  Virginia  and  Nevada  cities.  With  the  corpus  of  the  trust  made  whole, 
interest  earnings  for  this  and  future  biennia  will  again  be  sufficient  to  support  the  grant  program,  and  the  need  for 
other  fiinding,  averaging  $270,000  per  year  of  general  fund,  should  no  longer  be  necessary.  Second,  the 
recommendation  includes  a  HB  2  appropriation  for  $40,000  from  general  fund  monies  for  the  biennium. 
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Cultural  and  Aesthetic  Grant  Program 

Grant  Recommendations 

2007  Biennium 


Organizarion  Name 


Grant 

Rank  Number 

Special  Project  <  $4500 

1  1 1 05  Miles  City  Speakers  Bureau 

2  1108  Preservation  Cascade,  Inc 

3  11 02  Council  for  the  Arts,  Lincoln 

4  1107  Montana  Storytelling  Roundup 

5  1101  Butte  Citizens  for  Pres  &  Revitalization 

6  1109  Signatures  from  Big  Sky 

7  1 1 03  Fort  Wm  H  Harrison  Museum  Fdn 

8  1104  Metropolitan  Opera  National  Council 

9  1106  Montana  Mandolin  Society 

10  1110  Wibaux  County  Visioning  Committee 

11  1100  Artworld  Academy 
Special  Project  >  $4500 

1  1 1 26  Montana  Committee  for  the  Humanities 

2  1129  Montana  Preservation  Alliance 

3  1117  Emerson  Cultural  Center 

4  1 133  Prairie  County  Museum/Montana  Historical  Society 

5  1123  Missoula  Art  Museum 

6  1132  Pondera  Arts  Council 

7  1112  Bozeman  Symphony  Society 

8  1 1 34  Rimrock  Opera  Company 

9  1124  Missoula  Symphony  Association 

10  1135  Southwest  Montana  Arts  Council 

11  1127  Montana  Historical  Society 

12  1137  VI As,  Inc 

13  1120  International  Choral  Festival 

14  1121  KUFM-TV,  Montana  PBS 

15  1138  Worid  Museum  of  Mining 

16  1 1 22  Mission  Valley  Friends  of  the  Arts 

17  1111  Artisan  Dance  Theatre 

18  1 1 36  St  Vincent  Health  Care  Foundation 

19  1 125  Montana  Alliance  for  Arts  Ed 

20  1128  Montana  Museum  of  Art  &  Culture 

21  1131  Paris  Gibson  Square 

22  1115  Children's  Museum  of  Montana 

23  1114  Chantilly  Players 

24  1118  Garnet  Pres  /  Garnet  Ghost  Town 

25  1130  Nat'l  Museum  of  Forest  Service  History 

26  1119  homeWORD 

27  1113  Browning  Community  Development  Corp 

28  1116  Community  Channel  Seven  Television 

29  1139  Yirsa,Brenda 


Grant  Cumulative 

Requested    Recommended        Total 


$4,500 
4,470 
2,500 
4,500 
4,500 
4,500 
4,500 
2,010 
2,000 
3,550 
4,000 


$4,500 
3,000 
2,500 
4,500 
4,500 
4,500 
3,000 
1,000 
2,000 
3,550 
0 


$4,500 
7,500 
10,000 
14,500 
19,000 
23,500 
26,500 
27,500 
29,500 
33,050 
33,050 


75,000 

31,798 

64,848 

31,879 

17,600 

82,448 

20,000 

10,600 

93,048 

23,634 

16,700 

109,748 

25,000 

14,100 

123,848 

19,948 

13,400 

137,248 

20,000 

9,900 

147,148 

25,000 

7,100 

154,248 

9,000 

4,200 

158,448 

8,950 

6,300 

164,748 

26,096 

14,100 

178,848 

19,720 

12,000 

190,848 

7,500 

3,500 

194,348 

27,000 

10,600 

204,948 

1,447 

1,447 

206,395 

8,640 

4,000 

210,395 

50,000 

14,100 

224,495 

20,000 

3,500 

227,995 

10,000 

3,500 

231,495 

4,500 

3,500 

234,995 

23,530 

3,500 

238,495 

14,205 

6,200 

244,695 

20,000 

5,600 

250,295 

14,800 

4,200 

254,495 

5,677 

2,500 

256,995 

4,200 

0 

256,995 

9,000 

0 

256,995 

15,000 

0 

256,995 

30,000 

0 

256,995 

Figure  14 
Continued  on  next  page 
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Cultural  and  Aesthetic  Grant  Program 

Grant  Recommendations 

2007  Biennium 


Grant 

Rank 

Number 

Operational  Sup 

SSOl 

1164 

SS02 

1170 

SS03 

1167 

SS04 

1166 

SS05 

1169 

1 

1177 

2 

1150 

3 

1163 

4 

1162 

5 

1149 

6 

1183 

7 

1155 

8 

1142 

9 

1159 

10 

1145 

11 

1140 

12 

1176 

13 

1181 

14 

1143 

15 

1182 

16 

1157 

17 

1141 

18 

1146 

19 

1154 

20 

1173 

21 

1184 

22 

1171 

23 

1168 

24 

1158 

25 

1165 

26 

1172 

27 

1175 

28 

1180 

29 

1185 

30 

1179 

31 

1147 

32 

1160 

33 

1151 

34 

1156 

35 

1148 

36 

1174 

37 

1161 

38 

1178 

39 

1144 

40 

1152 

41 

1153 

Organization  Name 


Grant  Cumulative 

Requested    Recommended         Total 


Montana  Art  Gallery  Director's  Assoc 

38,000 

14,100 

271,095 

Montana  Performing  Arts  Consortium 

44,000 

17,600 

288,695 

Montana  Assoc  of  Symphony  Orchestras 

20,000 

6,300 

294,995 

Montana  Arts 

36,000 

10,600 

305,595 

Montana  Dance  Arts  Association 

8,000 

3,500 

309,095 

Shakespeare  in  the  Parks 

40,000 

17,600 

326,695 

Custer  County  Art  Center 

32,000 

22,600 

349,295 

Montana  Agricultural  Center  &  Museum 

24,000 

17,000 

366,295 

Missoula  Children's  Theatre,  Inc. 

40,000 

21,200 

387,495 

Carbon  County  Historical  Society 

30,000 

15,500 

402,995 

Writer's  Voice  (Billings  YMCA) 

30,000 

17,600 

420,595 

Great  Falls  Symphony  Assoc 

28,000 

14,100 

434,695 

Art  Mobile  of  Montana 

20,000 

10,600 

445,295 

Holier  Museum  of  Art 

60,000 

21,200 

466,495 

Billings  Symphony  Society 

50,000 

13,400 

479,895 

Alberta  Bair  Theater 

50,000 

17,600 

497,495 

Schoolhouse  History  &  Art  Center 

25,000 

10,600 

508,095 

Western  Heritage  Center 

60,000 

14,100 

522,195 

Big  Horn  Arts  and  Crafts  Assoc 

20,000 

10,600 

532,795 

Whitefish  Theatre  Company 

20,000 

10,600 

543,395 

Helena  Symphony  Orchestra  and  Chorale 

30,000 

14,100 

557,495 

Archie  Bray  Foundation 

50,000 

14,100 

571,595 

Butte  Center  for  the  Performing  Arts 

30,000 

17,600 

589,195 

Grandstreet  Theatre 

28,000 

10,600 

599,795 

Myma  Loy  Center 

40,000 

14,100 

613,895 

Yellowstone  Art  Museum 

79,000 

18,300 

632,195 

Montana  Repertory  Theatre 

25,000 

10,600 

642,795 

Montana  Ballet  Company 

24,500 

8,500 

651,295 

Hockaday  Museum  of  Art 

32,384 

8,500 

659,795 

Montana  Artists  RefUge 

44,865 

3,500 

663,295 

Museum  of  the  Rockies 

60,000 

7,100 

670,395 

Rocky  Mountain  Ballet  Theater 

15,300 

7,100 

677,495 

VSA  arts  of  Montana 

12,000 

7,100 

684,595 

Young  Audiences  of  Western  MT 

12,000 

5,600 

690,195 

Vigilante  Theatre  Company 

14,100 

6,300 

696,495 

Butte  Symphony  Association 

30,000 

7,100 

703,595 

Intermountain  Opera 

29,520 

8,500 

712,095 

District  7  HRDC  Growth  Thru  Art 

40,000 

10,600 

722,695 

Hamilton  Players,  Inc 

27,210 

7,100 

729,795 

Carbon  County  Arts  Guild  &  Depot 

15,400 

6,400 

736,195 

Northwest  Montana  Historical  Society 

45,512 

3,500 

739,695 

Miles  City  Preservation  Comm 

8,000 

3,000 

742,695 

Sunburst  Community  Foundation 

14,750 

5,300 

747,995 

Billings  Cultural  Partners 

10,000 

2,000 

749.995 

Federation  of  Fly  Fishers 

30,000 

0 

749,995 

Fort  Peck  Community  College 

27,800 

0 

749,995 

Figure  14  (continued) 
Continued  on  next  page 
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Cultural  and  Aesthetic  Grant  Program 

Grant  Recommendations 

2007  Biennium 

Grant 
Rank     Number                               Organization  Name 

Requested 

Grant 
Recommended 

Cumulative 
Total 

Capital  Expenditure 

1  1188       Liberty  Village  Arts  Center  &  Gallery 

2  1 1 89      Meagher  County  Historical  Association 

3  1 190      St  Labre  Indian  School  &  Museum 

4  1 1 86       Friends  of  the  Madison  Valley  Library 

5  1 1 87      Lewistown  Art  Center 
Total  Requested/Recommended 

12,375 
4,500 
4,131 

10,000 
5,000 

$2,097,103 



6,300 
4,500 
3,730 
3,528 
2,500 
$770,553 

756,295 
760,795 
764,525 
768,053 
770,553 

Figure  14  (continued  from  previous  page) 

Funding 

Prior  to  the  1997  legislative  session,  the  C&A  Grant  Program  was  funded  entirely  with  interest  earnings  from  the 
cultural  trust.  However,  the  1997  Legislature  appropriated  S3.9  million,  approximately  half  of  the  trust  corpus, 
for  the  purchase  of  Virginia  City  and  Nevada  City  properties. 

The  cultural  trust  receives  a  statutory  0.63  percent  of  coal  severance  tax  revenues,  but  that  proportion  has  changed 
numerous  times  since  the  corpus  reduction  of  1997.  In  order  to  compensate  for  the  lost  interest  earnings  resulting 
from  the  reduced  corpus,  the  1997  Legislature  allocated  0.87  percent  of  coal  severance  tax  revenue  to  the  C&A 
project  account  for  the  1999  biennium  only.  Consequently,  the  trust  was  capped  in  FY  1998  and  1999.  In  FY 
2000,  the  coal  severance  tax  allocation  to  the  cultural  trust  was  returned  to  0.63  percent.  The  remaining  0.24 
percent  of  coal  severance  taxes  allocated  to  the  C&A  project  account  for  the  1999  biennium  was  statutorily 
directed  to  the  general  fund. 

In  FY  2002  two  actions  were  taken  to  increase  revenues  to 
the  general  fimd.  First,  the  C&A  project  grants  were 
reduced  by  $25,000.  Next,  the  distribution  from  the  coal 
severance  tax  was  diverted  out  of  the  cultural  trust  and  into 
the  general  ftmd.  The  elimination  of  the  flow  caused  a 
reduction  in  interest  available  for  FY  2003.  Additionally, 
during  the  special  session  of  August  2002,  general  fund 
support  of  $198,575  in  the  FY  2003  was  replaced  with 
lodging  facility  use  tax  revenue.  In  the  2007  biennium,  the 
interest  income  from  the  cultural  trust  represents  the  only 
statutory  funding  for  the  C&A  grant  program. 


Based  on  the  assiunptions  adopted  by  the  Revenue  and 
Transportation  Interim  Committee  (RTIC),  interest  earnings 
on  the  cultural  trust  will  total  $715,000  for  the  2007 
biennium.  The  executive  budget  includes  $333,680  for 
administrative  expenses  and  the  folklife  program,  and  grant 
funding  proposals  of  $770,553.  Under  present  law,  total 
appropriations  would  cause  a  negative  ending  fimd  balance 
of$419,233. 


Cultural  &  Aesthetic  Grant 

Program 

Fund  Balance  Projection, 

2007  Biennium 

Estimated  Beginning  Fund  Balance 

$0 

Revenue  Projections' 

2006  Investment  Earnings 

351,000 

2007  Investment  Earnings 

364,000 

2007  Biennium  Revenues 

$715,000 

Proposed  Expenditures 

Administration  and  Folklife 

(333,680) 

Capitol  Conplex  Works  of  Art 

(30,000) 

Grants 

(770,553) 

Total  Expenditures 

(1,134,233) 

2007  Biennium  Ending  Fund  Balance 

($419,233) 

Executive  Proposals: 

GenCTal  Fund  Transfer 

40,000 

Restore  Corpus,  $3.9  million^ 

Fiscal  2006  Interest 

269,000 

Fiscal  2007  Interest 

268,000 

Total  Funds  Available 

537,000 
$157,767 

RTIC  recommoidalioas 

'   Based  on  proposed  lisinsferof$3.9  million  July  1, 

2005 

Figure  15 


The  executive  proposal  to  replace  $3.9  milhon  of  the  trust 

corpus  will  be  required  to  achieve  a  positive  ending  ftind 

balance  at  the  end  of  FY  2007.   The  increase  in  corpus  will  equate  to  approximately  $537,000  in  new  interest 

earnings  if  the  transfer  takes  place  on  July  1,  2005.  Furthermore,  if  the  legislature  approves  the  $40,000  general 
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fund  transfer  as  recommended  in  the  general  appropriations  act,  the  C&A  program  will  have  an  ending  fund 
balance  near  $158,000.  Figure  15  shows  the  projected  fund  balance  for  the  2007  biennium. 


Ill) 

issui: 


C&A  Funding:  The  executive  proposal  to  repay  the  corpus  of  the  cultural  trust  will  produce 
approximately  $537,000  of  additional  interest  earnings  for  the  2007  biennium.  Under  this  scenario,  the 
projected  ending  fund  balance  for  the  biennium  will  be  $158,000,  or  over  20  percent  of  the  proposed 
grant  awards.  The  projection  for  increased  interest  earnings  will  be  sufficient  to  support  the  administration  of  the 
program  and  the  proposed  grant  awards  without  the  need  for  the  $40,000  general  ftind  appropriation 
recommended  in  general  appropriations  act. 

The  cultural  grants  program  has  historically  allowed  an  ending  fund  balance  of  5  percent  in  an  attempt  to  mitigate 
shortfalls  that  might  result  from  imexpectedly  low  interest  earnings.  A  5  percent  ending  fiand  balance,  given  the 
recommended  grants,  would  amount  to  approximately  $39,000.  The  legislature  may  wish  to  consider  the 
following  options: 

o     Recommend  elimination  of  the  general  fund  appropriation  of  $40,000  and  increase  grant  awards  by 
approximately  $74,000,  or  9.6  percent,  leaving  an  estimated  ending  fund  balance  of  5  percent  in  the 
program, 
o     Recommend  elimination  of  the  general  fund  appropriation  of  $40,000  and  keep  the  grant  awards  the 

same,  leaving  an  estimated  ending  fund  balance  of  $1 18,000,  or  15  percent  of  total  grant  awards, 
o     Preserve  the  general  fund  appropriation  of  $40,000  and  increase  grant  awards  by  approximately 

$111 ,000,  or  14.4  percent,  leaving  an  estimated  ending  fund  balance  of  5  percent  in  the  program, 
o     Fully  accept  the  executive  proposal  and  leave  an  estimated  ending  fund  balance  of  20  percent. 


LI  1) 

issui: 


Revenue  Shortfall:  Historically,  language  contained  in  HB  9  to  address  revenue  shortfalls  has 
provided  for  reduction  of  grants  on  a  pro-rata  basis,  based  on  recommendations  by  the  MAC.  This 
methodology  differs  from  the  way  reduced  funding  of  appropriations  is  handled  by  other  grant 
programs,  where  authorization  is  given  to  fully  fund  projects  based  on  priority  status  and  available  funding.  The 
methodology  utilized  for  the  C&A  grant  program  may  result  in  all  projects  being  only  partially  funded,  therefore 
being  disruptive  to  all  C&A  grant  recipients. 

In  the  2001  biennium,  grants  were  reduced  3.7  percent  because  of  an  interest  earnings  shortfall.  In  the  2003 
biennium,  grants  were  reduced  by  2.39  percent  as  a  result  of  the  funding  switch  to  the  general  fund.  While  it  is 
too  early  to  know  for  certain,  interest  earnings  have  been  low  in  the  2005  biennium,  and  the  potential  exists  for 
another  round  of  grant  reductions.  While  many  recipients  are  able  to  comply  with  the  lower  grant  terms,  in  some 
cases  program  plans  for  the  grant  dollars  are  established  and  irreversible.  Reducing  grants  causes  significant 
disruptions  in  the  programs  approved  for  funding  by  the  legislature.  Consequently,  the  number  of  artisans 
participating  in  the  grant  program  has  diminished,  as  participants  fear  the  possibility  that  their  awards  will  be  cut 
after  the  program  has  already  begun. 

Therefore,  the  legislature  may  wish  to  consider  the  following  options: 

o     Maintain  the  status  quo  by  including  language  in  HB  9  that  allows  the  MAC  to  reduce  all  grants  on  a  pro 

rata  basis 
o     Include  language  in  HB  9  directing  the  MAC  to  actually  fund  grants  on  a  priority  basis  as  revenues 
become  available. 
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Estimated  Interest  Earnings:    The  significant  differences  between  the  C&A  interest  earning 
estimates  adopted  by  the  Revenue  and  Transportation  Interim  Committee  (RTIC)  and  the 
estimates  of  the  executive  have  the  effect  of  creating  differences  in  the  number  of  potential  grant 
awards  and  ending  fund  balances. 


LFD 
COMMENT 


There  is  a  possibihty  that  the  revenue  estimates  of  trust  funds  bond  pool  interest  earnings  adopted  by  the  RTIC  are 
overstated  and  that  amendments  may  be  necessary  that  will  reduce  the  estimates.  At  issue  is  the  potential 
reduction  in  capital  gains  income  from  the  sale  of  bonds.  LFD  staff  is  researching  this  issue  and,  if  necessary, 
will  recommend  revenue  estimate  amendments  to  the  appropriate  tax  committee.  Appropriation  subcommittees 
that  appropriate  these  types  of  interest  earnings  should  be  aware  that  if  such  amendments  are  necessary  and  are 
adopted,  the  amounts  available  for  appropriation  will  be  reduced. 
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Glossary 

A  number  of  terms  are  used  extensively  in  budgeting  and  appropriations.  The  most  common 
terms,  which  are  used  throughout  the  budget  analysis  and  in  other  fiscal  materials,  are  listed  and 
defined  below. 

Appropriations  -  An  authorization  by  law  for  the  expenditure  of  funds  or  to  acquire  obligations. 
Types  of  appropriations  are  listed  below. 

Biennial  -  A  biennial  appropriation  is  an  appropriation  made  in  the  first  year  of  the 
biennium,  where  the  appropriated  amount  can  be  spent  in  either  year  of  the  biennium. 

Budget  amendment  -  See  "Budget  Amendment"  below. 

Continuing  -  An  appropriation  that  continues  beyond  one  biennium. 

Language  -  An  appropriation  made  in  the  language  of  the  general  appropriations  act  for  a 
non-specific  or  limited  dollar  amount.  Language  appropriations  are  generally  used  when 
an  agency  knows  that  it  will  be  receiving  federal  or  state  special  revenue  funds  but  is 
uncertain  as  to  the  amount. 

Line  Item  -  An  appropriation  made  for  a  specific  purpose  and  which  cannot  be  used  for 
any  other  purpose.  Line  item  appropriations  highlight  certain  appropriations  and  ensure 
that  they  can  be  separately  tracked  on  the  state  accounting  system. 

One-time  -  Appropriations  for  a  one-time  purpose  that  are  excluded  fi-om  the  base  budget 

in  the  next  biennium. 

Restricted  -  An  appropriation  designated  for  a  specific  purpose  or  fimction. 

Statutory  -  Funds  appropriated  in  permanent  law  rather  than  a  temporary  bill.  All 
statutory  appropriations  references  are  listed  in  17-7-502,  MCA. 

Temporary  -  An  appropriation  authorized  by  the  legislature  in  the  general  appropriations 
act  or  in  a  "cat  and  dog"  bill  that  is  valid  only  for  the  biennium. 

Appropriation  Transfers  (also  see  "Supplemental  Appropriation")  -  The  transfer  of  funds 
appropriated  for  the  second  year  of  the  biennium  to  the  first  if  the  Governor  or  other  approving 
authority  determines  that  due  to  an  unforeseen  or  unanticipated  emergency  there  are  insufficient 
funds  in  the  first  year  for  the  operation  of  an  agency. 

Approving  Authority  -  The  entity  designated  in  law  as  having  the  authority  to  approve  certain 
budgetary  changes  during  the  interim.  The  approving  authorities  are: 

o     the  Governor  or  his/her  designated  representative  for  executive  branch  agencies 

o     the  Chief  Justice  of  the  Supreme  Court  or  his/her  designated  representative  for  the 

judicial  branch  agencies 
o     the  Speaker  of  the  House  of  Representatives  for  the  House; 
o     the  President  of  the  Senate  for  the  Senate 

o     the  appropriate  standing  legislative  committees  or  designated  representative  for  the 
legislative  branch  divisions;  and 


o     the  Board  of  Regents  of  Higher  Education  or  their  designated  representative  for  the 
university  system. 

Average  Daily  Population  (ADP)  -  The  population  measure  used  to  calculate  population  in  the 
Montana  correctional  system.  ADP  is  equivalent  to  one  inmate  incarcerated  for  one  year. 

Average  Number  Belonging  (ANB)  -  The  enrollment  measure  used  for  K-12  BASE  aid 
calculations.  ANB  is  the  equivalent  of  one  full-time  student  enrolled  in  school  for  the  full  school 
year. 

Base  -  The  level  of  ftmding  authorized  by  the  previous  legislature. 

Base  Budget  -  The  resources  needed  for  the  operation  of  state  government  that  provide  for 
expenses  of  an  ongoing  and  non-extraordinary  nature  in  the  current  biennium. 

Benefits  -  An  expenditure  category  used  to  account  for  the  provision  of  payments  or  services  by 
the  government  to  individuals  who  qualify  for  receipt  of  those  payments  or  services,  such  as 
Medicaid  benefits.  Personal  services  benefits  for  state  employees  are  included  in  the  personal 
services  expenditure  category. 

Biennial  Appropriation  -  An  appropriation  that  can  be  expended  in  either  or  both  years  of  the 
bienniimi. 

Biennium  -  A  two-year  period.  For  the  state,  this  period  begins  July  1  of  the  odd-numbered 
years  and  ends  June  30  of  the  following  odd-numbered  year. 

Budget  Amendments  -  Temporary  authority  to  spend  unanticipated  non-general  fiind  revenue 
received  after  the  legislature  adjourns.  The  funds  must  be  used  to  provide  additional  services  and 
cannot  make  a  commitment  of  general  fiind  support  for  the  present  or  future. 

Cat  and  Dog  Appropriations  -  One-time  appropriations  made  in  bills  other  than  the  general 
appropriations  act. 

Debt  Service  -  The  payment  on  outstanding  bonds. 

Decision  Package  -  Separate,  specific  adjustments  to  the  base  budget.  Decision  packages  can  be 
either  present  law  adjustments  or  new  proposals. 

Earmarked  Revenue  -  Funds  fi-om  a  specific  source  that  can  be  spent  only  for  designated 
activities. 

Enterprise  Funds  -  A  fund  used  to  account  for  operations  financed  and  operated  similar  to 
private  business  enterprises,  where  the  intent  of  the  legislature  is  to  finance  or  recover  costs, 
primarily  through  user  charges. 

Federal  Special  Revenue  -  Accounts  deposited  in  the  state  treasury  from  federal  sources,  to  be 
used  for  the  operation  of  state  government. 

Fiduciary  Funds  -  Funds  used  to  account  for  assets  held  by  the  state  in  a  trustee  capacity  or  as 
an  agent  for  individuals,  private  organizations,  other  governments,  or  other  funds. 


Fiscal  Note  -  An  estimate,  prepared  by  the  Office  of  Budget  and  Program  Planning,  of  the 
probable  revenues  and  costs  that  will  be  incurred  as  the  result  of  a  bill  or  joint  resolution. 

Fiscal  Year  (FY)  aka  State  Fiscal  Year  (SFY)  -  A  12-month  accounting  period  beginning  July 
1  and  ending  June  30.  Fiscal  year  2003  refers  to  the  fiscal  year  ending  June  30,  2003.  (Note:  The 
federal  fiscal  year  (FFY)  is  October  1  through  September  30.) 

Fixed  Costs  -  Fees  (fixed  costs)  charged  to  agencies  for  a  variety  of  services  provided  by  other 
state  agencies  (e.g.,  payroll  service  fees,  rent,  warrant  writing  services,  and  data  network 
services.). 

FTE  -  Full-Time  Equivalent  position,  or  the  equivalent  of  one  person  working  full-time  for  the 
entire  year.  Also  used  to  denote  fiill-time  equivalent  students  in  the  Montana  University  System 
for  purposes  of  calculating  state  support. 

Fund  -  A  fiscal  entity  with  revenues  and  expenses  which  are  segregated  for  the  purpose  of 
carrying  out  a  specific  purpose  or  activity. 

General  Fund  -  Accounts  for  all  governmental  financial  resources  except  those  that  must  be 
accounted  for  in  another  fund. 

General  Fund  Reversions  -  Unspent  appropriated  funds  that  are  returned  to  the  general  fiind  at 
the  close  of  the  budget  period. 

Grants  -  An  expenditure  category  used  to  account  for  the  payment  by  a  government  entity  to  an 
individual  or  other  entity  who  will  perform  a  service. 

HB  2  -The  General  Appropriations  Act  in  which  the  legislature  authorizes  the  funding  for  state 
government  for  the  upcoming  biennium.  Each  session.  House  Bill  2  is  reserved  for  this  purpose. 

Indirect  Cost  -  A  cost  necessary  for  the  functioning  of  the  organization  as  a  whole,  but  which 
cannot  be  directly  assigned  to  a  specific  division  or  agency. 

Interim  -  The  time  between  regular  legislative  sessions. 

Internal  Service  Funds  -  Funds  use  to  account  for  the  fmancing  of  goods  and  services  provided 
by  one  department  or  agency  to  other  departments,  agencies,  or  governmental  entities  on  a  cost- 
reimbursement  basis. 

ERIS  -  The  Integrated  Revenue  Information  System  (IRIS)  is  an  automated  system  to  administer 
taxes  that  are  the  responsibility  of  the  Department  of  Revenue  to  collect. 

Local  Assistance  -  An  expenditure  classification  primarily  used  to  account  for  expenditures 
made  for  K-12  funding  provided  by  the  state  to  school  districts. 

MBARS  -  The  Montana  Budget  Analysis  and  Reporting  System,  which  provides  all  state 
agencies  with  one  computerized  system  for  budget  development,  maintenance  and  tracking,  and 
is  integrated  with  the  State  Accounting,  Budget,  and  Human  Resource  System  (SABHRS). 

Mill  -  The  property  tax  rate  based  on  the  valuation  of  property.  A  tax  rate  of  one  mill  produces 
one  dollar  of  taxes  on  each  $1,000  of  assessed  property  value. 


New  Proposals  -  Requests  (decision  packages)  to  provide  new  non-mandated  services,  to  change 
program  services,  to  eliminate  existing  services,  or  to  change  the  source  of  funds. 

Non-budgeted  Expenditures  -  Accounting  entries  for  depreciation,  amortization,  and  other 
fmancial  transactions  that  appear  as  expenditures,  but  don't  actually  result  in  direct  dispersal  of 
funds  from  the  state  treasury. 

Operating  Expenses  -  All  operating  expenditures  that  do  not  meet  the  personal  services  and 
capital  outlay  classification  criteria.  These  expenditures  include,  but  are  not  limited  to, 
professional  services,  supplies,  rent,  travel,  and  repair  and  maintenance. 

Other  Funds  -Capital  projects  and  fiduciary  funds. 

Capital  projects  fund  -  Accounts  for  financial  resources  used  for  the  acquisition  or 
construction  of  major  capital  facilities,  other  than  those  fmanced  by  proprietary  funds  or 
trust  funds. 

Fiduciary  funds  -  Trust  and  agency  ftmd  types  used  to  account  for  assets  held  by  state 
government  in  a  trustee  capacity  or  as  an  agency  for  individuals,  private  organizations, 
other  governmental  entities,  or  other  funds. 

Pay  Plan  -  Provision  by  the  legislature  of  a  general  adjustment  to  salaries  and/or  benefits  paid  to 
state  employees.  Also  refers  to  the  pay  schedule  hsting  the  state  salary  rate  for  each  classified 
position  according  to  that  position's  grade  and  the  market  rate. 

Personal  Services  -Expenditures  for  salaries,  benefits,  per  diem,  and  other  additions,  such  as 
overtime. 

Personal  Services  Snapshot  -  The  point  in  time  at  which  personal  services  attributes  are 
captured  and  from  which  the  personal  services  budget  is  determined.  The  executive  budget 
personal  services  costs  are  based  on  a  "snapshot"  of  actual  salaries  for  authorized  FTE  as  they 
existed  in  a  pre-determined  pay  period  in  the  base  year. 

Present  Law  -  The  additional  level  of  fiinding  needed  under  present  law  to  maintain  operations 
and  services  at  the  level  authorized  by  the  previous  legislature. 

Present  Law  Adjustments  -  Requests  (decision  packages)  for  an  adjustment  in  fimding 
sufficient  to  allow  maintenance  of  operations  and  services  at  the  level  authorized  by  the  previous 
legislature  (e.g.,  caseload,  enrollment  changes,  and  legally  mandated  workload). 

Program  -  A  group  of  related  activities  performed  by  one  or  more  organizational  units  for  the 
purpose  of  accomplishing  a  ftmction  for  which  the  government  is  responsible.  Also,  a  grouping 
of  functions  or  objectives  that  provides  the  basis  for  legislative  review  of  agency  activities  for 
appropriations  and  accountability  purposes. 


Proprietary  Funds  -  Enterprise  or  internal  service  funds.  Statute  does  not  require  that  most 
proprietary  funds  be  appropriated. 

Enterprise  funds  -  Funds  that  account  for  operations  financed  and  operated  in  a  manner 
similar  to  private  business  enterprises,  and  through  which  the  intent  is  to  provide  goods 
or  services  to  the  public. 

Internal  service  funds-  Funds  that  account  for  the  financing  of  goods  or  services  provided 
by  one  department  or  agency  to  other  departments  or  agencies  of  state  government. 

Reporting  Levels  -  Budget  units  dividing  agency  and  program  budgets  into  smaller  units  for  the 
purpose  of  constructing,  analyzing,  and  approving  budgets. 

SABHRS  -  The  State  Accounting,  Budget,  and  Human  Resource  System  that  combines  the 
state's  accounting,  budgeting,  personnel,  payroll,  and  asset  management  systems  into  one  single 
system. 

State  Special  Revenue  -  Accounts  for  money  from  state  and  other  nonfederal  sources  that  is 
earmarked  for  a  particular  purpose,  as  well  as  money  from  other  non-state  or  nonfederal  sources 
that  is  restricted  by  law  or  by  the  terms  of  an  agreement. 

Supplemental  Appropriation  -  An  additional  appropriation  made  by  the  governing  body  after 
the  budget  year  or  biennium  has  started.  There  are  two  types  of  supplemental  appropriations  that 
can  be  used  to  increase  spending  authority  for  a  fiscal  year:  1 )  a  transaction  in  an  even-numbered 
year  that  moves  spending  authority  from  the  second  year  of  the  biennium  to  the  first  year;  or  2)  an 
appropriation  passed  and  approved  by  the  legislature  to  provide  authority  for  the  odd-numbered 
fiscal  year  ending  the  current  biennium. 

Vacancy  Savings  -  The  difference  between  what  agencies  actually  spend  for  personal  services 
and  the  cost  of  fully  funding  all  funded  positions  for  the  entire  year. 


Acronyms 

Acronyms  are  used  to  denote  agencies,  programs,  and  common  terms.     The  following  Ust 
includes  some  of  the  most  common. 

AES  -  Agricultural  Experiment  Station(s) 

ADP  -  Average  Daily  Population  (institutions) 

ANB  -  Average  Number  Belonging  (K-12  education) 

ARM  -  Administrative  Rules  of  Montana 

BASE  Aid  -  Base  Amount  for  School  Equity  Aid 

BPE  -  Board  of  Public  Education 

C&A  -  Cultural  and  Aesthetic  (Trust) 

CC  -  Community  Colleges 

CES  -  Cooperative  Extension  Service 

CHE  -  Commissioner  of  Higher  Education 

CHIP  -  Children's  Health  Insurance  Program  (also  SCHIP) 

CIO  -  Chief  Information  Officer 

COPP  -  Commissioner  of  Political  Practices 


COT  -  College  of  Technology,  followed  by  campus  designation 

CPI  -  Consumer  Price  Index 

DEQ  -  Department  of  Environmental  Quality 

DMA  -  Department  of  Military  Affairs 

DNRC  -  Department  of  Natural  Resources  and  Conservation 

DOA  -  Department  of  Administration 

DOA  -  Department  of  Agriculture 

DOC  -Department  of  Commerce  (see  Corrections) 

DOC  -  Department  of  Corrections  (see  Commerce) 

DOJ  -  Department  of  Justice 

DOLI  -  Department  of  Labor  and  Industry 

DOR  -  Department  of  Revenue 

DP  -  Decision  Package 

DPHHS  -  Department  of  Public  Health  and  Human  Services 

FCES  -  Forestry  and  Conservation  Experiment  Station 

FMAP  -  Federal  Medical  Assistance  Participation  rate  (Medicaid) 

FSR  -  Federal  Special  Revenue 

FSTS  -  Fire  Services  Training  School 

FTE  -  Full-Time  Equivalent 

FWP  -  Department  of  Fish,  Wildlife,  and  Parks 

FFY  -  Federal  Fiscal  Year 

FY  -  Fiscal  Year 

FYE  -  Fiscal  Year  End 

GAAP  -  Generally  Accepted  Accounting  Principles 

GF  -  General  Fund 

GSL  -  Guaranteed  Student  Loan 

GTB  -  Guaranteed  Tax  Base 

HAC  -  House  Appropriations  Committee 

HSRA  -  Highways  Special  Revenue  Account 

I&I  -  Interest  and  Income 

IRIS  -  Integrated  Revenue  Information  System 

IT  -  Information  Technology 

nSD  -  Information  Technology  Services  Division 

LAD  -  Legislative  Audit  Division 

LEPO  -  Legislative  Environmental  Policy  Office 

LFA  -  Legislative  Fiscal  Analyst 

LFC  -  Legislative  Finance  Committee 

LFD  -  Legislative  Fiscal  Division 

LRBP  -  Long  Range  Building  Program 

LRP  -  Long  Range  Planning 

LSD  -  Legislative  Services  Division 

MAC  -  Montana  Arts  Council 

MBARS  -  Montana  Budgeting,  Analysis,  and  Reporting  System 

MBCC  -  Montana  Board  of  Crime  Control 

MBMG  -  Montana  Bureau  of  Mines  and  Geology 

MCA  -  Montana  Code  Annotated 

MCHA  -  Montana  Comprehensive  Health  Association 

MDT  -  Montana  Department  of  Transportation 

MHP  -  Montana  Highway  Patrol 

MHS  -  Montana  Historical  Society 

MSDB  -  Montana  School  for  the  Deaf  and  Blind 


MSF  -  Montana  State  Fund 

MSL  -  Montana  State  Library 

MSU  -  Montana  State  University,  followed  by  campus  designation  i.e.  MSU  -  Bozeman 

MUS  -  Montana  University  System 

NP  -  New  Proposal 

OBPP  -  Office  of  Budget  and  Program  Planning 

OCHE  -  Office  of  the  Commissioner  of  Higher  Education 

OPI  -  Office  of  Public  Instruction 

PERS  -  Public  Employees  Retirement  System 

PL  -  Present  Law 

POINTS  -  Process  Oriented  Integrated  Tax  System 

PSC  -  Public  Service  Commission 

RIGWA  -  Resource  Indemnity  and  Groundwater  Assessment  Tax 

RIT  -  Resource  Indemnity  Trust 

SABHRS  -  Statewide  Accounting,  Budgeting,  and  Human  Resources  System 

SAO  -  State  Auditor's  Office 

SF&C  -Senate  Finance  and  Claims  Committee 

SOS  -  Secretary  of  State 

SSR  -  State  Special  Revenue 

TANF  -  Temporary  Assistance  for  Needy  Families 

TEA  -  21  -  Transportation  Equity  Act  for  the  2V^  Century 

TRS  -  Teachers'  Retirement  System 

TSEP  -  Treasure  State  Endowment  Program 

UM  -  University  of  Montana,  followed  by  campus  designation  i.e.  UM  -  Missoula 
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Crime  Control  Division D-1,  Volume  4 
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Deaf  and  Blind,  School  for E-32,  Volume  4 

Education Section  E,  Volume  4 

Environmental  Quality,  Dept.  of C-48,  Volume  4 

Extension  Service E-139,  Volume  4 

Fire  Services  Training  School E-144,  Volume  4 

Fish,  Wildlife,  and  Parks,  Dept.  of C-1,  Volume  4 

Forestry  and  Conservation  Experiment  Station E-141,  Volume  4 

General  Government  and  Transportation Section  A,  Volume  3 
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Governor's  Office A-51,  Volume  3 

Health  and  Human  Services Section  B,  Volume  3 

Higher  Education,  Commissioner  of E-75,  E-88,  Volume  4 

Historical  Society E-59,  Volume  4 

Judiciary A-16,  Volume  3 

Justice,  Dept.  of D-6,  Volume  4 

K-12  Education  (see  Office  of  Public  Instruction) 

Labor  and  Industry,  Dept.  of D-1 19,  Volume  4 

Legislative  Branch A-1,  Volume  3 

Legislative  Audit  Division A-1 1,  Volume  3 

Legislative  Committees  and  Activities A-6,  Volume  3 

Legislative  Fiscal  Division A-9,  Volume  3 

Legislative  Services  Division A-3,  Volume  3 


Library  Commission 

Livestock,  Dept.  of 

Long-Range  Planning 

Long-Range  Building  Program F" 


E-51 

C-86 

.Section  F, 
1 


Military  Affairs,  Dept.  of. D-156 

Mines  and  Geology,  Bureau  of E-142 

Montana  Arts  Council E-45 

Montana  Consensus  Council A-262 

Montana  Historical  Society E-59 

Montana  University  System  (see  Commissioner  of  Higher  Education) 

Agricultural  Experiment  Station E-137 

Bureau  of  Mines  and  Geology E-142 

Community  College  Assistance  Program E-106 

Fire  Services  Training  School E-144 

Forestry  and  Conservation  Experiment  Station E-141 

Guaranteed  Student  Loan  Program E-152 

Montana  Extension  Service E-139 

Shared  Leadership  Project E-122 

Student  Assistance  Program E-94 

Tribal  College  Assistance E-150 

University  Educational  Units  (UM  and  MSU  campuses) E-I28 

Workforce  Development  Program E-119 

Natural  Resources  and  Conservation,  Department  of C-1 10 

Natural  Resources  and  Commerce Section  C 

Political  Practices,  Commissioner  of A-83 

Public  Education,  Board  of E-24 

Public  Instruction,  Office  of E-1 

Public  Service  Regulation D-59 

Public  Health  and  Human  Services,  Dept.  of B-1 

Regents,  Board  of E-1 55 

Reclamation  and  Development  Grant  Program F-21 

Renewable  Resource  Grant  and  Loan  Program F-14, 

Resource  Indemnity  Trust  Grants  and  Loan  Programs F-14,  F-21 

Revenue,  Dept.  of A-145 

School  for  the  Deaf  and  Blind E-32 

Secretary  of  State A-74 

State  Auditor's  Office A-86 

State  Building  Energy  Conservation F-6 

State  Library  Commission E-51 

Transportation,  Dept.  of A-97 

Treasure  State  Endowment  Program F-8 

Treasure  State  Endowment  Regional  Water  Systems  Program F-12 
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(For  an  index  to  all  four  volumes,  see  the  Index  at  the  end  of  Volume  1 ) 


Alternative  accessible  formats  of  tfiis  document  will  be 
provided  upon  request.  For  further  information  call  tfie 
Legislative  Fiscal  Division. 


250  copies  of  tfiis  public  document  were  published  at  an  estimated 
cost  of  $19.40  per  copy,  for  a  total  cost  of  $4,850.00,  which  includes 
$4,850.00  for  printing  and  30,00  for  dislnbution. 
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